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Ethics in Business 

During the last two or three years the principle of 
production for consumer needs rather than for profit 
has been widely disseminated: in consequence the 
profit motive has been seriously challenged, and with 
high authority. It is hardly surprising that there has 
been considerable public questioning, not to say 
prejudice, in regard to the profit motive. It is, 
therefore, refreshing to read a recent address by 
Mr. R.’B. Pearson, the Chairman of the Committee 
of the London Stock Exchange, on “ Ethics in 
Business.”’ He calls for the highest moral standards 
in business and discusses the profit motive as a positive 
proposition and from the point of view of ethical 
principle and the public interest, pointing out that the 
modern “‘ business executive ’’ is of an entirely differ- 
ent type and actuated by different motives from the 
nineteenth century “captain of industry.’’ Profits 
had become less and less a motive and more and more 
a measuring rod of success. They were not even thé 
only measuring rod; during the war, for instance, a 
most powerful motive was that of service for one’s 
country. Criticisms of the profit motive as ethically 
wrong assumed that it was the sole motive in business. 
Ethical activity bridged the gap between the profit- 
making which was closely akin to profiteering and 


. profit-making as a check on economic working. The 
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sense of responsibility might show itself in the division 
of profit between all those engaged i in the enterprise, 
e.g., co-partnership, bonuses, provision for declining 
years. Directors had developed a sense of trusteeship. 
This sense of responsibility was one of the satisfactory 
developments of the limited liability company 
system, and it was stimulated by publicity. Thus 
over a long period the traditional British ethical code 
had been built up. It was the policy of great business 
organisations to share the fruits of their enterprise, 
discovery and efficiency with consumers and with 
staff as well as with shareholders. 


We would tender our congratulations to Mr. 
Pearson on the Knighthood to be conferred upon him, 
which was announced in the New Year Honours List. 
Under his chairmanship the London Stock Exchange 
is widely respected and known as the guardian of 
investors, and he speaks with knowledge and authority 
of the functions and policies of “ big business.”’ 
While we are broadly in agreement with his interesting 
analysis, we feel that some safeguards may still be 
needed to supplement the sense of responsibility of 
directors and managers where these organisations 
become so large and powerful as to exercise a virtual 
monopoly in their respective fields of operation. 
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Misuse of Designation ‘‘ Incorporated ° 
Accountant ”’ 
The attention of the Society of Incorporated 
Accountants and Auditors was recently drawn to 


the unauthorised use by Mr. Thomas Lambert | 


Hadfield on his notepaper of the description 
“* A.S.A.A., Incorporated Accountant and Auditor.” 
As Mr. Hadfield failed to give an undertaking that 
he would cease using this description, proceedings 
were commenced against him by the Society in the 
Chancery Division of the High Court, and on 
January 11, 1944, Mr. Justice Uthwatt granted an 
injunction (following the decision of Mr. Justice 
arrington in 1907) restraining the defendant from 
describing himself as an Incorporated Accountant 
or an Incorporated Accountant and Auditor, and 
further restraining him from using designatory letters 
calculated to convey that he was a member of the 
Society. The Society was also awarded the costs. 


Bankers on Post-War Problems 


The annual statements of the chairmen of the joint- 
stock banks have been notable this year for the 
attention paid to post-war problems. Bank credit 
will have a key part to play in financing the transition 
to a peace-time economy, and the chairmen are fully 
alive to the necessity for a progressive banking policy. 
Lord Wardington of Lloyds Bank foresees, be in- 
stance, a gap in the supply of medium-term credit, 
similar to that discovered by the Macmillan Com- 
mittee, and suggests that the banks may be willing 
“to be more elastic in their views as to what con- 
stitutes a legitimate banking loan.’’ His contention 
is that the banks now enjoy such a strong liquid 
position that some departure from strict principles 
would seem to be justified. If after the war the 
banks returned to anything like the proportion 
which advances bore to deposits in normal times, 
“there could be an increase of well ‘over £1,000 
million in their advances to the public without in any 
way laying them open to the criticism that they were 
over-lent.’”” Lord Wardington’s comments provide 
the most important indication of post-war banking 
policy which emerges from any of the annual state- 
ments; but other bank chairmen also seem to be 

ying some attention to the possibility of changes 
in the nature, as well as the volume, of bank advances. 
Nearly all of them, for instance, speak with sympathy 
of the credit requirements of the small trader, whose 
difficulty in raising capital through Stock Exchange 
channels was another important point made in the 
Macmillan report. The Midland Bank—now under 
the chairmanship of Mr. Stanley Christopherson, who 
succeeds the late Mr. Reginald McKenna—has 
established a committee on post-war business prob- 
lems. Mr. F. A. Bates of Martins Bank and Mr. Colin 
Campbell of the National Provincial Bank also stress 
the need for catering for the small trader’s require- 
ments. 


Trade and Controls 
The bankers’ aspiration to restore the normal 
proportion of advances, as well as to extend the scope 
of their advances policy, is an important factor in 
explaining the present structure of assets. Mr. Stanley 
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Christopherson, for instance, has made it clear that 
the banks prefer to employ their additional resources 
in Treasury deposits. These, it is hoped, can be grad- 
ually replaced by advances without any of the de- 
depreciation which might attend sales of investments. 
On the subject of controls, several of the chairmen 
foresee a gradual relaxation, but are insistent that 
the dangers of inflation and deflation alike must be. 
avoided. Mr. Edwin Fisher of Barclays Bank enlarged 
on the changed conditions of international trade 
which will face this country after the war, and, like 
Sir Robert Noton Barclay of the District Bank, 
urged the importance of research to ensure the 
rehabilitation of our export industries. Almost alone 
in stressing international currency problems, the Hon. 
Rupert Beckett of the Westminster Bank put in a 
plea for gold as the “‘ token ” upon which international 
currency schemes should be based, though he acknow- 
ledged that the traditional gold standard had defects 
as well as merits, and emphasised the necessity of 
devising means to avoid the past rigidity of a gold 
regime. p 
i Clothing After the War 

A particularly interesting report has been issued by 
the Council of Clothing Trade Associations, of which 
Mr. G. Russell Vick, K.C., is Chairman. The report— 
unlike some others—is not merely a statement of 
vague principles but indicates a series of practical 
steps which the Council considers should be taken in 
the clothing trade in the transition period after the 
war, with a view to meeting urgent post-war require- 
ments, and to enable the industry to return to more 
normal conditions by gradual and orderly methods. 
It is represented that clothing needs will rank high in 
the list of post-war priorities. Rapid expansion will 
be needed, and this should be facilitated by the fact 
that this is one of the few industries doing the same 
work in war as in peace. It is urged that factory space 
and raw materials should be made available and key 
workers should be released before the return to the 
industry of such workers as pressers and finishers. 
Factory facilities should be available primarily to 
those firms which had suffered most through the war, 
whether by the proprietors joining the forces, by war 
damage or requisitioning of premises and plant, or 
by concentration schemes. The expenses of removal 
and of necessary alterations where premises had been 
requisitioned should be met by national funds; and 
assistance should be .provided for ex-Servicemen 
wishing to start or resume their own businesses. The 
Government is asked to compile a list of priority 
clothing workers, and to prepare estimates of post- 
war consumer needs, supplies of raw materials, and 
factory space requirements. The orderly disposal of 
surplus Government stocks at the end of the war 
should be a function of the Board of Trade, assisted 
by a committee representative of the Supply Depart- 
ments and of the industry. These goods should as far 
as possible be exported to countries which had 
suffered through enemy occupation. 


Rationing arid price controls, the Council considers, 
will continue to be needed for a time, but shquld be 
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gradually relaxed until it becomes possible to remove 


them entirely. Austerity restrictions should cease. 


as soon as possible, to allow the industry to compete 
in world markets. But some features of the utility 
~ scheme should be made permanent ; there should be 
agreed minimum standards of manufacture and some 
standardisation of sizes. This would secure the full 
advantages of large-scale production, without pre- 
venting any manufacturer from weaving any cloth he 
desired and without hindering the development of 
new techniques. The Council hopes there will be scope 
in the industry for personal enterprise and for the 
efficient small firm. The initiative of the clothing 
industry in putting forward these constructive pro- 
posals is to be commended. Many of them are matters 
of general public policy, and some would be equally 
applicable to other industries. A smooth transition 
from production for war to production of goods to 
meet peace-time requirements is of the utmost 
importance for the future welfare of the nation. 


Does Farming Pay ? 

The recent negotiations between the Minister of 
Agriculture and the National Farmers’ Union have 
brought the subject of farming costs and prices to 
the foreground of public discussion. It is considered 
that considerably more information is needed about 
the financial condition of the farming industry. The 
National Farmers’ Union points out that figures 
showing the ¢otal net income of agriculture, even if 
entirely accurate, give no indication of the financial 
position of individual farmers. The Union is therefore 
trying to obtain details of the profits or losses being 
made on a representative sample of 10,000 farms all 
over England and Wales. Thus in England the size 
distribution should be : under 50 acres, 32 per cent ; 
51-150 acres, 43 per cent ; 151-300 acres, 18 per cent ; 
over 300 acres, 7 per cent. Each County Branch of 
the Union has been informed of its proportionate 
share of the 10,000 returns required, and members 
and their accountants are asked to co-operate by 
completing each year an index card, which has 
spaces on one side for details of the acreage, number 
of employees, and t of farming carried on, and on 
the other for the main items of the profit and loss 
account. | y 


Practising accountants who have farmers among 
their clients are asked to co-operate ; it is realised 
that they must obtain the consent of their clients 
prior to furnishing the information. They are asked 
to send to the N.F.U., 45 Bedford Square, London, 
W.C.1, an estimate of the number of cards they can 
complete annually, bearimg in mind that*for purposes 
of comparison it is important that cards should be 
completed for the same clients every year. The Union 
will then send the required number af cards, including 
duplicates for the accountants’ records. A payment 
of 5s. per completed card will be made to defray 
incidental expenses. The Union states that it realises 
the inadequacy of this payment if considered as a fee, 
but hopes that accountants will be willing to help in 
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this work in view of its great importance to the 
industry. It is desired in the first place to obtain cards 
relating to the accounting year ended between 
June 1, 1942, and May 31, 1943. Farmers are being 
asked by the N.F.U. to co-operate with their account- 
ants in the matter. It is not expected that there will 
be any reluctance to allow the information to be 
given, as the farm is identified on the card only by a 
code number, and the farmer’s name does not appear. 


The Future of British Industry 


The report of the Conservative Sub-Committee . 


on Industry is in many ways a very enlightened 
document, containing many constructive suggestions. 
Its specific proposals. include equal pay for women 
and an extension of the guaranteed working week, 
with a minimum of a week’s notice either side. The 
Committee also adopt a suggestion, which is fre- 
quently heard in economic discussion nowadays, that 
when the peak demand for capital goods for re- 
construction purposes is passing, the State should 
consider financing the bulk purchase of “ universally 
desirable household goods . . . from boots and shoes 
to furniture, refrigerators and labour-saving equip- 
ment of all kinds.”’” On the other hand, there is at 
first sight a deflationary ring about the recommenda- 
tion that a balanced budget must be achieved as soon 
as possible after the war is over, on the ground that 
“indefinitely continued deficits would do serious 
harm to the country’s credit.” It should not be over- 
looked, however, that the committee had already 
recommended that only interest and sinking fund 
should be included in the Budget in respect of capital 
works assisted by or undertaken by the Government. 
With regard to exchange policy, the Committee 
reasonably hold that this country cannot enter into 
any economic policy which would deny her a solution 
of the balance of payments problem, and they further 
contend that we should “ assert and maintain the 
right of the constituent parts of the Empire to grant 
preferential treatment to one another.” - 


American Library in London 

The Office of War Information of the United States 
Government has extended a cordial invitation to 
Incorporated Accountants to use the American 
Library, which has been established as a special war 
reference library. It is stated that this is a “ utility ” 
or “ austerity ’’ library, but the increasingly valuable 
collection contains basic printed data explanatory of 
all phases of American life, and recent data on other 
subjects published in the United States. Every effort 
is being made to secure the rapid transmittal of at 
least one copy of a wide range of American periodicals, 
books and pamphlets. The Library cannot be a lend- 
ing library, except in very — circumstances. The 
reading room is located on the ground floor (Room 21) 
of the American Embassy, 1, Grosvenor Square, 
London, S.W.1. The telephone number is Grosvenor 
3422, extensions 5308 and 5311. The Library is open 
from Monday to Saturday inclusive from 9 a.m. te 
6 p.m. 
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REINSTATEMENT IN EMPLOYMENT 


Those who have left employment to serve in H.M. 


‘Forces during the war should not, on demobilisation, 


suffer unemployment or have to accept less favourable 
positions. This is the general policy which the 
Government has embodied in the Reinstatement in 
Civil Employment Bill ; and it is a policy which will 
be widely supported in Parliament and in the country. 
The measure should also facilitate the transition to a 
full peace economy. 

The benefits of the Bill are open to all men and 
women who will have rendered full-time service in the 
armed forces of the Crown, including the women’s 
auxiliary forces and nursing services, for any period 
commencing after May 25, 1939, and also to men and 
women compulsorily enrolled for full-time service in a 
civil defence force after May 10, 1941. Volunteers 
for H.M. Forces (but not for civil defence) are included, 
as well as militiamen called up under the Military 
Training Act, 1939, Territorials and reservists “‘ called 
out,’’ and all who have been called up after registra- 
tion under the National Service Acts since the out- 
break of war. The Bill does not in its present form 


apply to persons who have been directed to any form 


of civilian employment. 

Any person in the eligible categories will have the 
right to return to his former employment at the 
expiration of his war service if it is reasonable and 
practicable for the employer to reinstate him. The 
meaning of ‘‘ reasonable and practicable ”’ is to be the 
subject of Regulations. An employee claiming to 
have rights of reinstatement which are being denied 
him may apply to a Reinstatement Committee, which 
may order the employer to reinstate him on specified 
terms and conditions, or to pay him compensation, or 
both. Subject to certain conditions, there is a 
further possibility of appeal to an Umpire in the event 
of either party not being satisfied by the decision of a 
Reinstatement Committee. We recall the satisfactory 


experience of the somewhat similar procedure of 


appeals to.an Umpire for postponement of calling up. 

The obligation of reinstatement rests on the person 
who last employed the applicant within the four weeks 
immediately before his war service. Where a busi- 
ness has changed ownership or been amalgamated 
with another business, the obligation is correspond- 
ingly transferred. The applicant must be re-employed 
in the same occupation as before and on terms and 
conditions not less favourable than if the employ- 
ment had not been interrupted by war service. If 
this is not reasonable and practicable, the employer 
must do the best he can. 
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-If the applicant cannot “be reinstated without © 


- dismissing another employee, or if there are two or 


more applicants who cannot all be reinstated, priority 
is to be given to the person who had been longest in 
the employer’s service before any of them entered on 
a period of war service. This provision is clearly 
necessary, but it may in practice give rise to some 
individual hardship and uncertainty. 

An applicant for reinstatement must apply in 
writing to his former employer not later than the 
fifth Monday after his war service terminates, and 
he must be available for employment not later than 
the ninth Monday. Either period may be extended 
on account of sickness or other reasonable cause. If 
the employer cannot reinstate him at once the 
application remains in force for thirteen weeks and 
may from time to time be renewed for a further 
thirteen weeks ; but no employer need reinstate an 
employee after six months have elapsed from the end 
of ‘* the present mergency.”’ The person reinstated 
must be retained for at least twenty-six weeks. . 

There would appear to be some danger that this 
guarantee of employment may tempt some to return 
to positions offering but limited possibilities, who 
might be better advised to strike out in other direc- 
tions and seek more promising careers. 

There are some inevitable difficulties from the point 
of view of employers, who, if they have lost touch 
with their former employees and do not know the 
dates of their demobilisation, may not know the 
extent of their obligations until six months after the 
official end of the emergency. This will hamper the 
engagement of new staff, while those who wish to 
remain in employment which they have entered 
during the last five years will be subjected to a period 
of suspense antl uncertainty. Further, an employer 
cannot insist upon the return of any former employee ; 
such a right would clearly be unreasonable, incon- 
venient though the attendant uncertainty may be. 

The Bill is to come into force on a date to be 
prescribed by Order, and it will apply to persons 
whose war service ended within the six months before 
that date, or at any time after. 

We foresee lively debates in Parliament on the 
details of the Bill ;. but we do not doubt that it will 
reach the statute book with its underlying principles 
unaltered, and will be welcomed by all men of good 
will. Members of the accountancy profession will be 
eager to discharge their obligations in the letter and 
in the spirit towards those who have been absent on 
war service. We are confident that those who return 
to the profession will find a welcome, and a readiness 
to help in all their problems and difficulties, not 
circumscribed by reference to any legal duties and 
obligations. In co-operation with the Further Educa- ° 
tion and Training Scheme of the Ministry of Labour 
and National Service, organisations in the account- 
ancy profession and individual members will desire to 
provide helpful guidance to men and women upon 
demobilisation. The Councils of the professional 


_ bodies have already recorded some decisions in regard 


to those whose training has been interrupted, and 
Committees are considering further aspects of the 
problems which will confront both members and 
students. 
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_ Taxation of Farming Profits” 
By JOSEPH STEPHENSON, 0.B.E., Incorporated Accountant - 


Ascertainment of Profits 

Farm profit and loss accounts may be made up in 
the same way as traders’ accounts, but there is also 
an Inland Revenue Form No. 79D to meet the case of 
a farmer who keeps only a cash account of his trans- 
actions. In this case no balance sheet is required, 
and it is, therefore, not a satisfactory method of 

eparing the necessary statement, either from the 

int of view of an accountant or from that of the 
evenue. 

In practice it will be found that only in the case of 
large farmers are there likely to be accounts kept 
which can be the subject of audit ; in the majority of 
cases audit assistants will have to compile accounts 
from bank sheets, together with counterfoil cheque 
books and paying-in books, labour bookS, bills and 
sale notes. Very much commonsense is needed in 
order to arrive at a satisfactory statement of the 
result. It is advisable to reconcile livestock numbers 
wherever possible, and the valuations at the com- 
mencement and end of the year should be carefully 
considered. In practice, it. will be found that 
farmers leave themselves in the hands of their 
accountants to a greater extent than most business 
men, and it is especially necessary, therefore, that 
extreme care should be exercised. 

Ascertainment of Liability to Tax 


Until April 5, 1941, profits derived from the occu- 
pation of land were assessed under Schedule “B” 
of the Income Tax Act, 1918, and that schedule gave 
a farmer three options, namely :— 

1. to pay tax on an assessment based on the annual 
value of the land (the Schedule “ B”’ assess- 
ment), or 

2. if the actual profits fell short of the Schedule 
“B” assessment, to pay tax on the actual 
profits on the year of assessment, or 

3. to have the assessment based on the profits of the 
preceding year, ascertained ing to the 
rules applicable to Schedule “‘ D.” 

If, however, the land was occupied “as nurseries 
or gardens for the sale of the produce,” the profits 
were assessible under rule 8 of Schedule “‘ B,”’ but on 
the basis of the actual profits of the preceding year. 
There has been no change in recent years in the 
method of assessing profits from such land. 

As the result of the legislation in force up to 
1940-41 inclusive, farmers, other than those charge- 
able under rule 8, might make very large profits but 
were not liable to pay inceme tax or sur tax on 
amount in excess of the actual value of the land they 
occupied. This, however, was drastically altered by 
the 1941 Finance Act which brought the taxation of 
the farming industry nearer the basis on which other 
trades and businesses are taxed. 

Section 10 of the Fimance Act, 1941, first made 
provision for the profits from farming and market- 
gardening to be assessed under Case 1 of Schedule 


* Summary of a lecture delivered before the Incorporated 
Accountants’ Students’ Society of London and District. — 


“D” for 1941-42 and subsequent years, instead of 
under Schedule “ B,” subject to certain exceptions 
provided in Section 11 of that Act. Farmland is 
defined as Gen cane fully or mainly occupied for the 
purpose of h dry, including the farmhouse and 
farm buildings, and market-gardening is defined as 
land occupied as a nursery or garden for the sale of 
the produce. There has been a good deal of litigation 
in the last twelve years as to the definition of market- 
gardening. Those interested should consult the House 
of Lords decision in Bomford v. Osborne (23 T.C. 642), 
the judgments in which are very exhaustive, though, 
even so, there are points arising which are not covered. 
Schedule “* B ”’ 

The —— from compulsory assessment under 
Schedule ‘“‘D”’ are contained in Section 11 of the 
Finance Act, 1941, as amended by Section 28 of the 


Finance Act, 1942, from 1941-42 and 1942-43 respec-" 


tively. For the year 1941-42, where the actual value 
of all farm lands occupied by an individual or partner- 
ship did not exceed £300 in all, the profits remained 
assessable under Schedule “‘ B’’ on the basis of the 
single annual value of the land, but the farmer still 
had the option of having the assessment reduced to the 


actual profits of the year of assessment, and the right, ~ 


also, of election to be charged to tax under Schedule 
“D.” But for the year 1942-43 and any subsequent 
year the exemption from compulsory Schedule “ D” 
assessment was reduced to land where the total 
annual value did not exceed £100, and also was made 
applicable only to individuals and partnerships. 
Further, the assessment on such farms is to be on the 
basis of three times the annual value of the land. In 
addition, from 1942-43 onwards rule 5 of Schedule 
“‘B,” which permitted a farmer to claim assessment 
under the rules of Schedule “‘ D es a basis of the 

receding year’s profit, was aboli , except in 
canal to toed AE 5s ; but the old rule 6, making 
provision for the assessment to be reduced to the 
actual profit of the year; is still in operation for 
occupiers assessed on the treble annual value basis. 

Schedule ‘‘ D”’ 

The ordinary rules of Case 1 of Schedule ““D” 
apply now in all cases other than those. referred to 
above, the assessable profits for 1941-42 being based 
on the last completed period of twelve months to 
which accounts have been made up prior to April 5, 
1941. 

It should be noted that the scope of the relief to 
farmers under Section 28 (5) of Finance Act, 1942, is 
somewhat wider than that given to other traders 
under Section 11 of the Finance (No. 2) Act, 1939, as 
extended by Section 17 of the Fimance Act, 1943. 
Under the latter provisions it is only an individual 
who can claim reliefs, and then only if his earned 


income has been diminished owing to causes arising 


directly or indirectly out of the war, and the claim 
is subject to the right of the Revenue to increase the 
assessment for the year preceding the year of claim to 
the amount of the actual earned income for that year. 
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Provisions for earlier losses are contained in Sections 
10 (5), 1941 Act and 28 (4), 1942 Act. Where, for the 
year of assessment 1941-42, an occupier of farmlands 
has been assessed under Schedule ‘‘ D ”’ in respect of 


_his profits, but for that year sustains a loss, he may, - 
‘under Section 33 of the Finance Act, 1926, and 


Section 29 of the Finance Act, 1927, claim relief in 
respect of that loss until it is exhausted by way of 
carry forward and set off during the six following 
years of assessment ; but if, for any of those years, 
he happens, following a reduction in his annual value, 
to be assessed under Schedule “‘ B,”’ he loses his right 
to this relief for any part of the loss for which relief 
has not already been allowed. 


N.D.C. and E.P.T. 

Farming being a business, the profits derived 
therefrom fall within the scope of the various Finance 
Acts which imposed National Defence Contribution 
and Excess Profits Tax, in the same way as other 
businesses. 

Farm ‘“ Stock-taking ”’ 

Tillages—The value of tillages, unexhausted 
manures and growing crops is often difficult to settle, 


and the Revenue will, where the normal value of this — 


item does not exceed £700 and a detailed value is not 
available, accept a certificate that the value at the 
beginning of the year did not materially differ from 
that at the end of the year. Even where normal 
value does exceed £700, a similar certificate may be 
accepted after enquiries by the Inspector of Taxes. 
Livestock.—As in the case of traders’ stocks, the 
basis of valuation should be cost or market value 
whichever is the lower. The Inland Revenue have, 


-however, made arrangements with the N.F.U. 


regarding livestock bred on the farm where the farmer 
is unable to ascertain the annual cost, that this cost 
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should be estimated at 85 per cent. of the current 
market value of each animal. This arrangement for 
measuring cost at 85 per cent. will have effect for 
income tax for the years up to and including 1944-45. 

Dairy Herds, Ewe Flocks, etc.—In the case of dairy 
herds, ewe flocks, etc., which are maintained.as such 
for the purpose of producing a saleable article such as 
milk, wool, lambs, etc., and not for sale themselves, 
the Inland Revenue has agreed to their treatment as 
“capital” in the following way :— 

The initial cost, either of purchase or of breeding, 
will be capitalized. If, then, the herd is sold as a 
whole, this will be treated as a capital transaction, 
and when under this arrangement an animal is 
replaced the cost of the new animal will be allowed as 
an expense, the sale price of the old one being included 
as a receipt, but there must be no element of improve- 
ment included in the charge to profit and loss account. 
When an.animal is sold and not replaced, the profit 
or loss thereon will be taken into account in com- 
puting profits for income tax purposes. 

Working Horses.—These are not treated in the 
valuation in the same way as livestock bred or 
bought for: fattening and resale, but should be 
treated on a replacement basis. 

Farm Implements and Machinery.—These will be 
subject to wear and tear allowances at agreed rates, 
in the same way as in an ordinary trading business. 


Poultry Farms > 
Attempts have been made in past years to assess 
poultry farming under Schedule “‘ D,”’ but the High 
Court has decided that poultry farming is husbandry 
assessable under Schedule.‘ B.’”’ This, of course, 
now only applies to cases where the land occupied is 
of an annual value not in excess of £100. 


‘Capital Employed ’’ and Government Price Fixing 


We are indebted to a reader for the following observa- 
tions : 

The article in January AccounTANcy on Capital 
Employed and Government Price-Fixing is of consider- 
able interest. The general analysis of the remuneration 


_of capital and management is undoubtedly sound. 


It may, however, be permissible to add certain com- 
ments on the “ pure-interest ’’ return. This prima facie 
seems generous at 74 per cent. when the yield on Govern- 
ment securities is about 3 per cent. The difference is 


‘surely justified by an undoubted element of risk, and by 


provision for “ disallowed ’”’ items. 

With regard to the risks run by contractors, it is well 
known but too little appreciated that, particularly in the 
aircraft industry before the war, several contractors put 


in hand work for which they could not get Ministry con- 


tracts. They knew that the products would be needed, as, 
indeed, they were in the Battle of Britain. It is also a 
fact that frequently in the past first orders on a contract 


' ‘were so small that proper tooling was not justified. In 


such cases contractors often ordered or made tools or 
dies, hoping to recover the cost on future contracts which 
might not have matured. They have in fact taken de- 


cisions in the public interest risking their own interests 
‘ thereby. Furthermore, the position at the end of the war 


is uncertain and some risks in relation to surplus stocks 
or plant are inevitable. 

Disallowed items are a further problem, particularly 
war damage insurance which is usually disallowed for 
both price-fixing and E.P.T., and is, therefore, paid twice 
out of capital. Yet if it is fair that capital should receive 
its reward on a “ pure-interest '’ basis, surely it should 
also be protected against the risk of what amounts to a 
levy on both its fixed assets and its floating stocks. There 
have been in practice cases where other expenses have 
been disallowed in price-fixing where any independent 
accountant would insist on regarding them as charges 
to profit and loss account. This practice does not foster 
co-operation with the Government. 

The remuneration of management in proportion to 
turnover is clearly fair. In such cases, is it not reasonable 
to fix a standard based on pre-war salaries plus some 


_ percentage of increased turnover, similar to E.P.T., plus 


an allowance for the increase in market values of mana- 
gerial staff ? Excessive rigidity would be fatal. — 

It is sincerely hoped that these comments will not be 
thought to detract from the painstaking strivings towards 
fairness of every cost investigator. To an observer, the 
price-fixing methods of the Ministries are but another 
example of British fairness and compromise. My only 
concern is to enlarge upon the excellent article already 
published by presenting a fuller picture on certain points. 
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en The Finances of Relief — 
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By PAUL BAREAU 


The first experiment in post-war international 
action has been formally launched. It is the con- 
stitution of the United Nations Relief and Rehabilita- 
tion Administration. The various resolutions and 
reports adopted by the Council of UNRRA at its 
first session held in Atlantic City last November will 
well repay study, not only for the light they throw on 
the technique by which an immensely important job 
will be tackled, but also for the indications they may 
give of the lines on which other and subsequent 
international initiatives will be guided. If UNRRA 
is to be the first of many experiments in internatiénal 
action, the precedents which it is creating in the 
technical matters of administration and finance may 
acquire an importance as great as that of its task. 

First, as to the scope of that task. It was very 
carefully defined and limited at Atlantic City. The 
visionaries who dreamt of UNRRA as the grand 
instrument ef world economic reconstruction have 
had their dreams shattered. The Administration will 
provide relief supplies of essential consumer goods 
““to meet immediate needs”’; it will provide relief 
services such as health and welfare and assist the 
repatriation of migrant and displaced populations ; 
it will rehabilitate essential public utilities and provide 
supplies of essential capital equipment such as seeds, 
fertilisers, fishing equipment and machinery. The 
emphasis is throughout laid on the immediate urgency 
of the materials and services which UNRRA will 
provide. In other words, while “relief’’ may lie well 
within the Administration’s articles of association, 
“‘ rehabilitation,” except in its most primitive conno- 
tation, does not. The time may soon come when 
UNRRA will drop one of its R’s. 


Methods of Operation 


As regards the procedure to be followed in achieving 
this limited objective of relief, the most important 
point to note is one which can hardly be extracted 
from the published resolutions and reports of the 
Administration because the whole of the dispute 
surrounding it took place during the discussions and 
before the resolutions were drafted. UNRRA will, 
as far as possible, use already existing machinery for 
purchasing, storing and distributing the wide range 
of goods which it will be called upon to handle. This 
means the defeat of the school of thought (it should 
not be too difficult to identify) which wanted 
UNRRA to create its own self-sufficient and integral 
organisation. These delegates wanted to establish 
special buying commissions to purchase relief supplies 
and separate organisations to hold them, and even put 
forward a plan by which UNRRA would own and 
operate its own mercantile fleet. These plans were 
overborne, and in their stead was substituted the 
decision to utilise the existing machinery of the 


combined purchasing and shipping boards which 


already co-ordinate the activities of the United 
Nations. The realists see in this victory the greatest 
achievement of the Atlantic City conference. 

This decision to use existing organisations may, 


however, have contributed to another setback for the 
idealists which perhaps calls for greater regret on 
practical grounds. It was the divesting of UNRRA 
of any autonomous power in the areas in which it 
will operate. When operating in liberated territories 
in which a government or recognised national 
authority does not yet exercise administrative con- 
trol, UNRRA will be subject to the existing military 
authority. In other cases, i.e., where such a .govern- 
ment does exist, UNRRA “ will operate only after 
consultation with, and with consent of, the govern- 


_ment or recognised national authority concerned 


regarding the form of activities to be undertaken 
within the whole or part of such area.’’ As relief 
goods may have to use transport crossing several 
national boundaries, the kind of restrictions to its 
activities which UNRRA may meet from this subor- 
dination of authority to that of the government of 
each territory. concerned may well be imagined. 
This obeisance to national sovereignty in the essen- 
tially international task of -war relief is highly 
significant. It makes it quite clear how the tasks 
of political and economic reconstruction will not be 


Sources of Finance 

The problems of financing UNRRA provided the 
most controversial of all the topics which the Atlantic 
City conference had to settle and, also, the topic . 
where the precedent set by this first international 
experiment may well find the widest application ‘in 
other such experiments. In the first place it was 
decided that UNRRA should as far as possible be 
self supporting. This means that where the govern- 
ment of a recipient country is in a position to pay 
for its relief with suitable means of foreign exchange, 
it will be expected to do so. The resolutions, how- 
ever, include one which states: ‘It shall be the 
policy of the Administration that an applicant 
government shall not be required to assume the 
burden of an enduring foreign exchange debt for the 
procurement of relief and rehabilitation supplies‘and 
services.” Another application of the principle of 
paying for relief should be mentioned. It is that no 
relief will be given to ex-enemy countries unless they 
can pay for it in foreign exchange. That decision 
was a majority one reached against the votes of the 
U.S. and Great Britain. 


Contributions Based on National Incomes 

Allowing liberally for the capacity of the recipients 
to pay cash for their relief, it may safely be assumed 
that by far the greater part of the relief distributed 
by UNRRA will have to be financed by it. The 
problem which had to be solved was how to appor- 
tion among member governments both the cost of 
maintaining UNRRA and that of financing relief. 
The administrative budget of UNRRA up to the 
end of 1944 is estimated at $10,000,000. The relief 
needs which will have to be financed have been very 
roughly put at $2,500,000,000. To cover these 


* tackled. 


cc — ee 
nt : . Seat oak dee 
or 
or _ 
5. 
ry . 
sh 
as 
S, 
as 
&, E 
a ’ 
n, 
is : 
as . 
ad 
e- 
it. 
fit 
n- 
he 
or 
be 
x : 
Ss, | 
SS 
zh 
ry 
e, 
is 
Pp 
ks 
ly 
or 
ce 
ve 
ld 
ya 
re 
ve 
nt 
reS 
ter 
to 
ale 
ne 
jus 
la- 
be 
‘ds 
he 
1er 
dy 
ts. 


88 ACCOUNTANCY 


requirements, the Council has recommended that 
each member government whose home territory has 
ngt been occupied by the enemy shall make a con- 
tribution for participation in the work of the Admin- 
istration ‘ approximately equivalent to 1 per cent. 
of the national income of the country for the year 
ending June 30, 1943, as determined by the member 
government.”” It recognised that this simple rule 
may involve considerable anomalies. Some countries, 
such as India, may have large national incomes 


but extremely small national incomes per head of . 


population. Their poverty must preclude any 
attempt to exact from them a contribution based 
on their absolute national income. The reservations 
made under this head have already taken concrete 
form in the proposed allocation of the $10,000,000 


to be found for the current year’s’ administrative- 


budget of UNRRA. Of this total, 40 per cent. is to 
be found by the U.S., 15 per cent. by the United 
Kingdom, 15 per cent. by the U.S.S.R., and 4 per 
cent. by India. These examples show how con- 
siderably the criterion of national income has liad to 
be adjusted to other relevant circumstances. 
Quite apart from these special circumstances, 
- reservations should be made on the"score of the 
general principle of allocation by national income. 
In the first place, it is clear that if this assessment of 


financial responsibilities is to be more widely applied, , 


there should be greater uniformity in the technique 
of estimating national income. There are many 
concepts of that income and there are many ways of 
arriving at each of them. The League of Nations 
economic services, now operating from Princeton, 
New Jersey, might be given, as a task of the highest 
- priority, the compilation of an accepted definition of 
national income and of an accepted method of 
calculating it. . 
Rates of Exchange 

Another set of reservations derives from rates of 
exchange that should be applied for the conversion 
of the various national income estimates. As matters 
stand at present, considerable discrepancies may 
occur between official rates and true parities. In 
such cases, the countries with over-valued currencies 
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would stand to suffer, since their national incomes, 
expressed in the common denominator of inter- 
national curr , will appear larger than in effect 
they are. On the other hand, that effect of currency 
over-valuation will be largely corrected if the country’s 
contribution is actually spent within its own frontiers. 
The distorting effect would, however, be accentuated 
if any substantial part of the under-valued currency 


contributions were spent in the countries whose cur- . 


rencies were over-valued. 

The Council has made some recommendations that 
should go some way towards meeting these difficul- 
ties. One of its resolutions is to the effect that “as 
much as possible, but not less than 10 per‘cent. of the 
amount contributed by each member government, 
shall be in such form of currency as can be expended 
in areas outside of the contributing country; and 
that the balance thereof shall be in the form of a 
credit in local currency which shall be available for 
the purchase of the contributing country’s supplies 
and services.” The intention is clear, namely that 
the bulk of each country’s contribution should be 
spent within its own currency area. Some of the 
countries with really free currencies—the United 
States and Canada, for example—may well provide 
more than the 10 per cent. quota of their contribu- 
tions in cash to be spent in purchases from other 
supplying countries. Since these currencies are, by 
reason of their prestige as “‘ free’ currencies, likely 
to be those that are over-valued in the exchange 
markets, it is to be hoped that the largest possible 
amount of them will find its way into UNRRA’s 
currency reserves. By extracting as large a cash 
contribution as possible from such member countries 
as the United States, and spending it where it would 
yield the best return, the operations of UNRRA 
would serve the cause of international monetary 
equilibrium, since the consequent redirection of pur- 
chasing power would tend to remedy the disparities 


in price levels responsible for these currency under-_ 


and over-valuations. Since UNRRA’s operations, as 
at present foreseen, will reach about $2,500,000,000 


or £625,000,000, the potency of that factor should not . 


be under-estimated. 


Closing Annual Accounts of Local Authorities 


By J. H. BURTON, Incorporated Accountant 


After the end of the financial year of any large 
local authority there is normally a delay of between 
_ three and six months before the accounts for the year 

are finally closed. This interval is largely due to 
the time occupied in computing the total amount 
to be entered as “ trade creditors.” 

Theoretically, there should be no such’ delay. If 
books were kept according to the system advocated 
in early chapters of text books, it would only be 
necessary, for balance sheet purposes, to extract and 
- add together the figures, which would be already 
in the books, of the balance owing to each creditor. 
Better still, the figure might be immediately available 
if a Creditors (Ledger) Control Account or a Total 
Creditors Account were kept. That is book-keeping, 


pure and simple. But many of the large munici- 
palities do not keep their accounts in that 
comparatively simple style. Simplicity gives way 
to complications, with the result that for weeks 
or months there may be liabilities outstanding of 
which no record is contained in the books. The 
causes of the debts—e.g., purchases or work done— 
are, however, known, and if stores accounts are in 
existence the relevant debits in respect of purchases 


- have long been in the records. 


Thus, the application of the —— that “ every 
debit must have a credit ”’ is subject to the qualifica- 
tion “some time.’’ At no time, except three or four 
months after the end of the financial year, do the 
books provide the advantages claimed from the 
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system of double entry. Fortunately, this can be 


remedied, an@ we need not amend our text books. 

Old-fashioned expedients included the sending 
special requests with orders during the last month 
or two of the financial year urging the rendering of 
invoices with, or as soon as ible after, delivery 
of the goods. This prod call dune results, leaving 


of 


comparatively few acy to be valued for the books.. 


For many years the present writer has advocated 
a method of overco the difficulty, and the 
following outline is offered in the hope that it may 
be of interest. 

System of Ordering 

A good system of ordering is essential. Items 
not invoiced must be priced by ascertaining the cost 
from the vendor or from the order, or by estimates 
based on current rates. These are not difficult 
processes ; otherwise how would it be possible to 
check the invoices when they arrive? If the prices 


thus ascertained or estimated were entered on the — 


office copy of every order, it would be a simple 
matter to extract the amount of liabilities outstanding, 
and with this information available the accounts 
could be closed promptly at the end of the year. 

Whether or not detailed creditors’ accounts are 
kept, a total creditors account should be opened. 
Orders on tradesmen are made out in duplicate, 
the carbon copy being retained for reference and 
for subsequent comparison with the invoice. The 
order should contain a request for a delivery note. 
The delivery note is checked against goods received, 
and signed after any necessary corrections have been 
made. The copy of the order should also be marked 
to show actual deliveries. If necessary, a third copy 
of the order can be made to serve as the delivery 
note. It may either be sent to the tradesman to 
be returned with the goods, or be retained in the 
office of the purchaser. 

List of Invoices 

As invoices are received, they are checked against 
deliv notes and co orders, the latter bei 
marked to indicate that the invoice has been receiv 
and passed for payment. A convenient method of 

“ mar ” is to remove a top corner. Invoices 
should also be checked entries in the stores 
ledger accounts, to provide against duplication of 
payment. This is a valuable safeguard where there 
are no individual creditors’ accounts. A list is made 
of the checked invoices, and this serves as a medium 
to draw cheques at the end of the month and for 


- follows :— 
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Column 4 is posted to the total creditors account, 
columns 8 onwards to the debit of various nditure 
accounts, column 7 to the debit of total creditors 
account.and to the credit of the cash book. 


Whenever for any reason an item is not paid in - 
the ordinary way, it is carried forward and entered 
at the top of the next month's list. It is desirable 
to enter items carried forward in ink of a different 
colour or in a separate column, so that they are kept 
distinct from the current month’s figures. The total 
of items outstanding at the end of the month, together 
with the total payments (column 7) agrees with the 
total of column 4. The lists are filed and form a 
means of reference to details of payments as shown 
in the cash book, or of to the total creditors 


‘account and to the invoices, whenever received. 


Invoices are filed in alphabetical order. 
Advantages 
This method eliminates the difficulty of ensuring 
that all liabilities have been brought into the records. 
The task of closing the accounts, therefore, instead 
of on for a considerable time, need only 
take a matter of hours or, at most, days. 


Other advantages include :— 


(1) Economy in labour, books, etc., and therefore 
in time and cost. 


(2) Minimisation of errors by the reduction in the 


number of postings and castings. 
(3) — Ro ne of interim and final 


(4) acai of the total amounts paid to 
creditors and outstanding without the necessity 
of balancing the creditors’ accounts. 


(5) A full record of transactions with each firm 
always available in the form of an alphabetical 
file of invoices. 

(6) Safeguards against making duplicate payments 
or payments for which there is no liability. 

(7) Availability of the total liability at any time 
by adding ——— the difference between 
columns 4 7 and the amount owing for 
goods for which invoices have not been 
received (ascertainable by reference to the 
copy orders and delivery notes). 
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Payment Made 


. Account 


No. Date 


* Expenditure Accounts to be 
debited 


Amount 


Cheque 
No. ~~ 


944 ; ’ 
Po Pp 89 
nes, 
ter- 
fect 
ncy ° 
ry’s 
ers. 
ated 
ncy 
Cur- . 
that 
cul- 
Bas 
the ‘ 
ent, 
ded 
and 
fa a ' 
for 
lies 
hat 
be a ' 
the 
ited 
ride 
ibu- 
her es 
by 
nge 
ible 
‘A’s - 
ash 
ries 
uld : 
RA . 
ary 
yur- 
ties 
ler- 
, as 
000 
aS 
ici- 
nat 
yay 
eks 
of stin 
The 
— i” 
@ ecm: Gore eae ey 
fee | Name of | Particulars | AMOUNT Pe - 
<y ne | E . 
Ca- 
ar ; 
the 
the > X 
1 7 8 | 9 | 10|11 | 12113] 14] 15 
ee ae nn 


ACCOUNTANCY 


February, 1944 


Company Law Amendment Committee 


Summary of Minutes of Evidence—II 


In our December issue we published a summary of the first three days’ evidence submitted 
before the Company Law Amendment Committee. We now present in summarised form 
some of the most important points contained in the written and oral evidence of October 29 
and November 12 and 26, 1943. The full Minutes of Evidence for these days have 


vecently been published by H.M. Stationery Office, price 4s., 


and veaders who are 


interested ave advised to obtain a copy. 


The Chief Registrar in Companies (Winding-up) 
On its fourth sitting day, the Company Law Amend- 
ment Committee examined Sir Arthur Stiebel, the Chief 
Registrar in Companies (Winding-up). His memoran- 
dum included a discussion of the considerations for and 
inst shares of no par value. One of the principal 
purposes of these shares, Sir Arthur points out, is that 
they may serve as vendor or founder shares, enabling 
the holders to keep an interest in the goodwill they have 
created and to do this in a franker way than is possible 
at present. On the other hand, by simply sub-dividing 
the shares, the a t dividend could be halved, al- 
though each shareholder would receive exactly the same 
* sum. If no par value shares are to be allowed, Sir Arthur 
argued, some provision will be required to avoid such 
sub-divisions ; and in reply to questions, he stated that 
he personally was opposed to such shares, because of the 
misleading impression that can be created by -sub- 
division. In evidence, the point was made that in the 
case of an ordinary bonus issue, where profits are 
capitalised, earnings have to be set aside before divi- 
dends can be resumed, whereas a change in the number 
of no par value shares changes nothing except the 
appearance. Asked whether there was any demand for 
shares of no par value in this country, Sir Arthur 
replied : ‘‘ Only when there are Company Law Commit- 
tees sitting, so far as I know, but I am not in the City.” 
On the subject of private companies, Sir Arthur 
contended that, since the great bulk of work that comes 
to the winding-up department arises out of “‘ one-man ”’ 
companies, it is essential that private companies should 
give at least as much information to the world at large 
—their potential creditors—as do larger companies. In 
examination, the Chairman observed : ‘“‘ Whatever else 
we do, we ought, I think, to impose requirements on 
private companies ’’ with regard to balance sheets and 
auditors’ reports. Replying to further questions, Sir 
Arthur expressed the. view that if private companies are 
no longer to be exempted from filing a balance sheet, 
there is no point in private companies at all. He felt 
that to specify a minimum capital such as £5,000 might 
be useful in a few cases but entirely unsuitable in others. 
Similarly, he, felt that to require a deposit from com- 
nies with a capital below a certain figure, correspond- 
ing to the deposit under the Assurance Companies Act, 
would not really protect creditors and would tie up the 
money of the company, often in cases where it should be 
nt. 

Asked whether he thought it would be wise to extend 
the powers of inspection by the Board of Trade so that 
«they could carry out inspection both at their own 
instance and at the suggestion of aggrieved shareholders, 
Sir Arthur Stiebel made the following written answer : 

“I think that Section 135 should remain, but subject 
to the following variations :— 


(1) The Court should, on an application by the Board 
of Trade, have power to authorise the Board to 
appoint inspectors on the application of members 
holding a smaller number of shares than those 
mentioned in the Sub-section 1 of this Section or, 


as the case may be, on the application of less than 
one-fifth in number of the persons on the com- 
pany’s register of members. 

(2) I should be prepared to do away with the pro- 
vision that the applicants are not actuated by 
malicious motives—it would be enough that they 
had good reason for requiring the investigation. 

(3) The investigation should extend to the affairs of: 
subsidiary and probably associated companies. 
There is, however, at present no definition of 
associated company. 

I do not like giving the Board of Trade power to 
publish the report. It must not be forgotten that these 
proceedings are private and not judicial (Hearts of Oak- 
v. Attorney-General (1932) A.C. 392) 

A suggestion put to me, as I understand it, is as 
follows: Where a case for appointing an inspector is 
made, the Board may, in lieu of making such order, 
require the company to supply them with such informa- 
tion as they consider to be necessary for the purpose 
of investigating the matter. This would probably 
allow the Board to require oral evidence and the produc- 
tion of books and papers. This evidence with the 
documents would come before the Advisory Committee 
and the Board on their advice could say that restrictions 
on production of information allowed by the Act and 
Articles are unreasonable and are to be of no effect. 

I do not think such provisions are in any way 
desirable. The three modifications to Section 135 
which I should be prepared to agree to should render 
these investigations cheaper and more efficient—but 
one may well go too far in enquiries of this nature.” 

Mr. A. W. Acworth 
SHARES OF No Par VALUE 

The Committee next examined Mr. A. W. Acworth, 
who had submitted a memorandum advocating shares 
of no par value. If an investor buys one-hundredth 
share in a business, the value of which must needs 
constantly be changing as its fortunes wax and wane 
day by day, Mr. Acworth argues, “ it is cumbrous to 
say that he holds 100 shares of a nominal value of /1 
each out of an issued capital of the nominal value of 
£10,000. It is misleading because neither the price he 
paid per share, nor the current market value, nor the 
break-up value, is likely to be £1. . . . A share is just 
a share.”’ Accordingly, Mr. Acworth made the alla 
recommendations : 

(a) That shares of no par value should be eicuaienee, 


(6) That such shares should be issued only for cash 

—in the case of an original issue, all at the same 
price ; in the case of subsequent issues, either at 
fair market value or at such other price as the 
board of directors shall fix, but, in the latter 
event, the shares to be offered in the first instance 
pro vata to existing shareholders. 
That the whole of the proceeds of an original 
issue and a minimum of two-thirds of the pro- 
ceeds of subsequent issues of n. p.v. shares should 
be allocated to capital ; 
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(4) That reserves should be distinguished in com- 
pany accounts according to their nature; that 
is to say, as “ capital reserve,”’ as “ provision ” 
for specific liabilities, and as “‘ earned surplus.” 

(e) That the use of capital reserve should be restricted 
to capital purposes, and it should not be available 
for distribution as dividend. 

(f) That all shares (whether they have or have not 
par value) should be fully paid-up within six 
months from the date of allotment, and that as 
from the date of allotment their price should 
constitute a debt due from the allottee to the 
company. 

(g) That the use of the word “ contributory ” in 
Part V of the Companies Act, 1929, should be 
reconsidered. 

(hk) That inorder to signify that a company is in- 
corporated, there should be included in its 
designation the word “corporation” or the 
word “‘incorporated’’ instead of the word 
“* Limited.” 

In examination, Mr. Acworth agreed that recommen- 

dations (f), (g) and (hk) are not substantive, but merely 

follow from the general argument. Mr. Acworth urged 


that with n.p.v. shares, ‘‘ you do not get such anomalies » 


as shares ‘ reduced’ from {1 to 6s. 8d. standing in the 
market at 30s." Without altering the capital, one can 
split or consolidate the shares as circumstances may 
require quite freely. 

Mr. Arthur Whitworth 

The first witness to be examined on the fifth day was 
Mr. Arthur Whitworth, chairman of the Brazilian 
Warrant Company. It will be recalled that in Decem- 
ber, 1942, this company took the novel step of altering 
its articles of association so as to compel nominee regis- 
tration companies to disclose the beneficial interest, 
under the penalty that if such disclosure were not made, 
the right of the shares to dividends would be suspended. 
In his memorandum, Mr. Whitworth argues that “ If. 
dealings by directors in shares of their own companies 
are undertaken through nominee registration com- 
panies it should be assumed that they are wrong.” 

In examination, the Chairman brought out the point 
that the individual beneficial owner could easily conceal 
his identity behind the name of a private company. 
Mr Whitworth made it clear that his objection to nominee 
names was based solely on the director point ; he saw 
no objection to anybody trying to acquire control of a 
company, if they wished, apart from the special case of 
foreign control. Mr. Whitworth felt it would not be 
sufficient for directors’ interests to be disclosed merely 
to the board of their own company, but that it would be 
very healthy if a copy of any such declaration had to 
be circulated to shareholders. 

Another contention made by Mr. Whitworth in his 
memorandum is that, in the case of industrial issues, 
“underwriting is frequently little else than a known 
gift.” In examination, he agreed that the rate of com- 
mission would presumably vary with the risk, and that 
it would be difficult, if not impossible, to deal with the 
matter by legislation. In reply to questions, Mr. Whit- 
worth also expressed the view that preference share- 
holders should have a vote irrespective of whether the 
dividends are in arrear. 


The Chartered Institute of Secretaries 
The Committee next called Mr. P. L. Tanner, Presi- 


dent of the Chartered Institute of Secretaries, and Mr. - 


H. Carlyle, a member of the Council of that body. 
The memorandum submitted by the Institute covers 
a wide field. On the subject of prospectuses, it expresses 
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the view that the requirements as to contents are 
perfectly adequate, though it would be desirable to 
provide a check on irresponsible underwriting. ‘‘ As 
to disclosure of the accounts of a private company,” 
the memorandum argues, “ the essence of its existence 
. .°. . is the private character of its activities, and there 
is no prejudice to the public interest in not requiring 
the filing of its accounts.” 

'In his examination, the Chairman suggested that to 
say that in dealing with a private company the creditor 
should look out for himself was, perhaps, “in some 
senses an early Victorian point of view.” 

Mr. Cecil W. Turner 

The next witness was Mr. Cecil Turner, who had 
submitted a memorandum jointly- with Mr. H. Wynn 
Parry, K.C. In his evidénce, Mr. Turner expressed 
the view that no really useful purpose is served by 
publishing the Memorandum and Articles of Association 
in the prospectus. So far as the objects of the com- 
pany are concerned, he pointed out that the prospectus 
is usually very informative about the nature of the 
undertaking. Several questions dealt with the sugges- 
tion in the memorandum that Section 37 of the Act 
should be amended to provide that every person who 
has assisted in the issue of the prospectus shall be liable 
to compensate any subscriber who suffers damage by 
reason of the omission of material information from 
the prospectus. Asked whether it might be desirable, 
where-the name of a large bank figures on the prospectus, 
to insert a notice pointing out that this does not imply 
the bank’s recommendation, Mr. Turner agreed that 
this would be very desirable. Mr. Turner also agreed 
that if the responsibility of head underwriters were 
increased, to prevent the -recommiendation of sub- 
underwriters of insufficient substance, the result might 
be to raise the cost of underwriting. Mr. Turner also 
expressed the view that the private company form would 
retain certain attractions, even if they had to publish 
balance sheets. 

The Institute of Industrial Administration 

Giving evidence on behalf of the Institute of Industrial 

Administration, Lieutenant-Colonel H. Vaughan Cowell 

held that private companies should not be compelled 

to publish a balance sheet; creditors very seldom 
consult the file at Bush House, but should take up trade 
references. He also contended that while the share- 
holder ought to know general items, such as directors’ 


. fees, it would be undesirable to disclose to them the 


intimate details of the profit and loss account, or to 

publish any disclosure of salaries. He also expressed 

the view that it would be undesirable to put still further 

responsibility on the auditors. In reply to questions. 

Lieutenant-Colonel Cowell pointed out the practical 

difficulties of tightening up . provisions regarding 

declarations of solvency. * 

The Director of Public Prosecutions 
The final witness on the sixth sitting day was Sir 

E. Me Tindal Atkinson, Director of Public Prosecutions, 

whose memorandum suggests that some of the voluntary 
windings-up of small companies are unsatisfactory, if 
not collusive, and supports the recommendations of the 
Chief Registrar of Friendly Societies as to increased 

powers of inspection. In his evidence, Sir Edward 

indicated the difficulty of proving guilty knowledge of 
parties such as directors, and suggested that the onus 
of such proof should be reversed. Regarding declara- 
tions of solvency, Sir Edward felt it would not be too 
harsh to provide that, where a declaration proved to be 
wrong, a director giving the declaration should be 
subjected to a penalty unless he could show that he had. 
taken due steps to see that it was right. 
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“ACCOUNTANCY 


Income Tax and 


“ 


Equitable Apportionments 


Students of all ages sometimes have difficulty in 
applying income tax rules in the well-known equitable 


apportionment cases, and we propose in this article to 


try to clarify the position. 
re Fawcett 


As readers should know, the apportionments under the 
Howe v. Dartmouth (1802, 7 Ves. 147) principle can be 
said to have been greatly simplified by the decision in 
ve Fawcett (1940, Ch. 402) whereby the life tenant of 
residue comprising unauthorised investments is entitled 
to interest at 4 per cent. per annum from the date of 
death on the net proceeds of such unauthorised invest- 
ments as are sold in the executor’s year and on the value 
at the anniversary of death on the remainder of the un- 
authorised investments. Any excess income is invested 
in authorised securities. Any deficiency of income in any 
year is to be made good out of future income from un- 
authorised investments and, where necessary, from the 
proceeds of future sales. A deficiency cannot be made 
good out of past excesses or sales. There is no apportion- 
ment of the first dividends received after the death in 
such cases. 

All income credited to the life tenant is subject to 
deduction of tax, and General Rules 19 and 21 will apply. 


re Chesterfield’s Trusts 

The rule in re Chesterfield’s Trusts (1883, 24 Ch. D. 643) 
applies to outstanding personalty, such as a reversionary 
interest, comprised in residue, and, although decided, 
long before, is the same in principle as re Fawcett. In 
the Chesterfield case, however, the interest is compound, 
the life tenant being entitled to the interest (out of the 
capital falling in) on such sum as, invested on the date of 
death and accumulated at compound interest at 4 per 
cent. per annum less income tax, with yearly rests, would 
produce the value of the assets when received. The idea 
of net compound interest is to compensate the life tenant 
for the loss of the use of income, and that loss could only 
be net. 

In this case, no income tax is payable to the Revenue ; 
the whole of the fund is capital and, although the life 
tenant receives part of it as compensation for the loss of 
income, that does not convert it into income for tax 


er Althusen ». Whittell 


The rule in Allhusen v. Whittell (1867, L.R. 4 Eq. 295) 
is that where residue is left to persons in succession, the 
life tenant must be deprived of the income on assests 
Tequired to meet debts, death duties, legacies, etc., and 
accordingly capital and income up to the date of the pay- 
ment of the debts, etc., are aggregated to form one fund, 
out of which the debts, etc., are paid proportionately. 


In other words, there must be applied in payment of 
debts, etc., so much of the estate as with the income on 
the portion so applied is necessary for the payment. In 
ve Shee (1934, Ch. 345) the rate of interest applied was 
that earned by the estate up to the date of payment of the 
debts, etc: The rate to be taken is based on the net 
income for each year after deduction of tax (re Oldham 
(1927) W.N. Hag 
re Perkins 
The rule in re Perkins (1907, 2 Ch. 596) is an eniilice- 

tion of Allhusen v. Whittell. Where there is an estate 
settled on persons in succession, and the deceased had, 
by personal covenant (ve Darby, 1939, Ch. 905) inter 
vivos made himself liable to pay an annuity which is 
charged on residue, each instalment of the annuity must 
be apportioned between capital and income, capital 
bearing such sum as, invested on the date of death at 4 
per cent. simple interest, would amount to the annuity, 
and income bearing the balance. The apportionment is 
based on gross interest, but income tax is deductible from 
the whole annuity. So far as the payment is out of capital, 
General Rule 21 will apply, the estate being accountable 
for the tax deducted. The payment out of income will 
be covered by Rule 19. 


re Atkinson 

Where trust funds are invested in an authorised in- 
vestment, e.g. an authorised mortgage, securing both 
principal and interest at a fixed rate, and the interest 
falls in arrear, and on realisation the security produces 
less than the principal and interest, the rule in re Atkin- 
son (1904, 2 Ch. 160) applies. The arrears of interest 
must be ted with the principal and the proceeds 
of sale divided in the ratio that the arrears and principal 
bear to the aggregation respectively. The life tenant 
does not have to bring into account interest received 
prior to the default. 

The calculation proceeds on the gross interest, since 
deduction of tax does not arise until interest is paid. 
Where the sum realised is less than the principal, it is 
not the practice of the Revenue to claim income tax on 
the sum apportioned to income (cf. In ve Beecham (1934) 
B. & C.R. 138). 

Some textbooks state that the case of re Morris (1922, 
1 Ch. 126) supports the view that the net interest only 
should be taken, but it is considered that the case in 
question is irrelevant, particularly having regard to 
Section 39, Finance Act, 1927. Comparison may be made 
with Brine v. Brine (1943, T.R. 219) where, on a claim in 
respect of an annual payment, judgment was given for 
the gross sum; it being held that the defendant not 
having paid that sum had no right under General Rule 19 
to deduct anything from it in respect of income tax. 


Taxation Notes 


Revenue Mistakes 

Much publicity is being given to the numerous errors 
_ appearing in assessments, demands, etc., emanating from 

the offices of Inspectors and Collectors of Taxes. 
Clients are rightly incensed at having to pay accountants’ 
fees for getting these errors corrected, and accountants 
are already over-burdened with work as a result of their 
increased responsibilities with depleted staffs. While we 


sympathise with the staff problem of the Revenue, the 
increasing numbers of mistakes that are made present a 
serious problem.. The mutual confidence between Rev- 
enue and taxpayer has always distinguished our taxation 
, and has ensured smooth running and re ppnaerns A 
= is important that this confidence should not 
ired. 
hortage of staff may excuse oan but cases 
have arisen of continual disregard of information 
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supplied, e.g., in taxpayers 

often of accountants’ letters. Inexperienced staff may 
make clerical errors; that again we can understand, 
but many Of the mistakes are such that it would 
appear that inexperienced staffs are being entrusted with 
work which they do not understand, and which is obvi- 
ously not checked. 

We appeai to the Board of Inland Revenue to give 
their attention to this important matter. In some 
districts, errors are almost unknown, and when pointed 
out, are met with prompt and courteous attention. In 
others, errors are the rule and not the exception, and 
requests for their correction less sympathetically received. 

We also ask that attention be given to the automatic 
issue of Form 70 in cases where allowances are spread 
over several sources of income. It is impossible to-day to 
pass demand notes for payment without this information, 
particularly where, as so often happens, the allowances 
are spread arbitrarily and on no settled pattern. Much 
unnecessary correspondence is caused, not only between 
accountant and Inspector of Taxes, but also between 
accountant and client. We cannot help wondering how 
much tax paid is incorrect where taxpayers accept the 
demands made without understanding them. We fear 
that the small taxpayer is the one most likely to suffer. 

There is no doubt in our minds that the transfer of the 
chief offices to Llandudno has had a serious effect on the 
general efficiency of the department, and it is quite 
evident that many of the officials are out of step with 

t-day conditions. 

It is hoped that facilities will be given to the tax- 
payer to have erroneous assessments reopened when he 
has time to review his position. 


Christmas Gifts 

Where it has been the practice of an employer to give 
bonuses in cash to employees at Christmas, or such a 
bonus is given for the first time, the employee is liable 
for income tax on the supplementary remuneration, even 
if savings certificates are given in lieu. Where, however, 
the practice has been to give presents in goods, and 
because of war conditions savings certificates are given 
in lieu to the value of the customary gifts of goods, the 
value of the certificates is not regarded as income of the 
recipient. In all the above cases the expenditure is an 
allowable expense of the employer. 


E.P.T. ** Surplus Cash ”’ 

An interesting illustration of the fact that each case in 
which the question of surplus cash is raised should be 
carefully considered on its merits is one in which the cash 
balances in chargeable accounting periods were not only 
considerably in excess of the amounts of such balances in 
the standard period but also very large relatively to the 
issued share capital. In one chargeable accounting 
period, for instance, the total of the cash balances was 
over six times as great as the amount of the issued share 
capital, and in two other such periods the respective 
totals of the cash balances were more than six times as 
great. The Inspector of Taxes raised the question of 
moneys not required for the purpose of the trade or busi- 
ness, which in this particular’ case was that of insurance 
brokers, and after the matter had been referred_to his 

head office for consideration, it was intimated that the 


question was not being pursued for the chargeable- 


accounting periods concerned and the Excess Profits Tax 
computations were then agreed accordingly. 


Calculation of Tax Discharge 

It should be particularly noted that by the Second 
Schedule to the Income Tax (Employments) Act, 1943, 
the calculation of the tax to be discharged (i.e. the ten- 


’ returns, and even too — 
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twelfths of the 1943-44 liability in the case of manual 
wage-earners and seven-twelfths in other cases within 
the Act) is to proceed on the basis of all personal and 
similar allowances, including the reduced rate, being 
allowed against the assessment on earned income. It is 
obvious, therefore, that many existing assessments will 
show very little discharge. The following example indi- 
cates what will happen : 


ment tion for 
discharge 
Allowances: Earned -- £30 £30 
(less Sch. A and untaxed ¥ 
interest) .. “3 kes ae 
i 100 100. 
— 220 — 270 
* 80 , 30 
— — 
Tax. at 6s. 6d. ... {6 00 915 0 
Less di teem 
7/12ths x 9 15 0 513 9 
: 200 6 3 
Deducted Nov., 1943-Mar., 1944 10 16 8 
Still due 9 97 
This, of course, is Schedule A and Case III tax, 
£50 at 6s. 6d. £16 5 0 
Less 5/12ths collected in the : 
above deduction ... 615 5 
As above ... 9 9 7 


The Post-War Credit will then be as follows : 


Earned Income Allowance § x £30 £20 0 0 
Personal Allowance reduction 30 0 0 
£50 
£50 at 6s. 6d. ott £16 5 0 
Less tax discharged 513 9 
Pgst-War Credit . £011 8 


Most readers will have seen the slips accompanying 
Schedule E demands in non-deduction cases, which are 
not under the Act, indicating that five-sixths of the 
January instalment will be accepted on account. It is, 
therefore, apparent that the intention is to apply the 
discharge principle in-the Bill that will bring these tax- 
payers in to pay-as-you-earn. 


Marginal Age Relief 
Where all the income is unearned, the margin ceases 
.to be beneficial when the income reaches £600, thus : 


Without relief With relief 

Income ... ove .-- £600 0 0 £600 0 0 
Less Personal Allowance 140 0 0 £140 
Margin she ste 100 
Age Allowance ose 50 

' — 20 0 0 

460 0 0 310 0 0 


i 7 
_ 
ae 
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£165 at 6s. 6d. .. 8812 6 53 12 6 

Balance at 10s. .-- 147 10 0 7210 0 

$x Margin 2 ; "7% 0 0: 
201 2 6 201 2 6 


If, however, there is earned income in the total, the 
following formula will prove helpful : 
Let E equal the earned income allowance and M the 


100 — (M + 2E) 
Margin. The relief will then equal 


Proof : : 
Earned Income ... acs £50 
Unearned ica ous 470 
520 £520 
Allowances : 
Margin —_ 20, 
» Age... 50 
Earned 5 
Personal 140 145 140 — 210 
375 310 
£165 at 6s. 6d... --, 53 12 6 53 12 6 
Balance at 10s. _ ... 105 0 0 72 10 0 
Margin at 15s._... eee — 15 0 0 
£158 12 6 f141 2 6 
ie. Relief : — (20 + 10) 
= £17 10 0 
4 


Alimony—Income Tax Concession 


Under all separation deeds the husband is required to 
deduct income tax at the standard rate from payments 
made to his wife in respect of alimony. Where he does not 


Recent Tax Cases 


do so and are to her the gross amount, the Inland 
Revenue will by concession grant income tax relief to 
the husband on such amount of the wife’s statutory 
allowances and reliefs as has not been set off against her 
other income. The husband should make application to 
H.M. Inspector of Taxes, and his tax liability on the 
alimony will be computed by reference to the gross 
amount stated in the deed, less any balance of statutory 
allowances and reliefs due to the wife which has not been 
utilised. 


‘* Pay As You Earn ’”’ 

Following discussion with the British Employers’ 
Confederation and the Trades Union Congress, the 
Board of Inland Revenue have agreed to the adoption 
by employers of a modification in the procedure for 
deducting income tax under “‘ pay as you earn.”’ This 
modification was suggested by Mr. J. Clayton, A.C.A., 
a member of the Committee of the Confederation, and 
was submitted by the Confederation to the Board with 
the object of reducing the work to be done by employers 
immediately preceding pay day. If an employer wishes 
to adopt the modified procedure in place of the normal 
procedure he must obtain the authority of the local 
Inspector of Taxes. 

Under the modified procedure the Simplified Tax 
Tables, which are non-cumulative, are used each week. 
After the end of every third week the tax deducted is 
brought into line with the full cumulative tables, any 
necessary adjustment being made when paying the 
fourth week’s wages. The calculation work to make 
this periodical adjustment can be done outside the time 
of pressure. If preferred, the adjustment can be made 
after every week or every second week instead of after 
every third week. Employers must be able to satisfy 
the Inspector as to the general agreement of the 
employees concerned. ~ Any employer who wants further 
information about the modified pcecurnin should apply 
to the local _ Office. 


By W- B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Income Tax—Petition of Right—Foreign company paying 
dividends less tax to U.K. residents on its (a) cumulative 
preference shares, (b) participating preferemee shares, 
(c) ordinary shares—Dividends paid through agent assessed 
under Rule 7 of Miscellaneous Rules of Schedule D, I.T. 
Act, 1918—Same company in receipt of dividends less tax 
from four U.K. companies, also loan interest taxed by 
deduction and bank interest directly assessed upon its U.K. 
agent—Claim by the company to repayment under 
Gilbertson v. Fergusson of part of the tax paid to the 
Crown by its agent upon behalf of shareholders resident in 
U.K. 


In Canadian Eagle Oil Company, Lid., v. The King 
(K.B.D., October 12, 1943, T.R. 337), the procedure was 
by petition of right, a form of action in which the subject 
alleges that a debt is due to him by the Crown. In the 
present case, the suppliant had up to 1932 been repaid 
the tax on so much of the dividends paid to U.K. resident 
shareholders as represented profits which had already 
borne U.K. tax. In 1932 the Revenue were advised that 
no relief could be allowed under Gilbertson v. Fergusson 
(1881, L.R. 7 Q.B. 562, 1 T.C. 501), in respect of prefer- 
ence shares entitled to a fixed dividend, and, in Barnes v. 
Hely-Hutchinson (1940, A. C. 81, 22 T.C. 655), this was 
held correct in the House of Lords. In 1940, in view of 


the latter decision, repayment was restricted to the tax 
paid by the suppliant directly, a trivial amount. In 
March, 1942, the suppliant presented a petition of right 
claiming repayment of tax for the year 1931-2 and subse- 
quent years. 

Under Rule 7 of Miscellaneous Rules of Schedule D 


certain Rules of Schedule C are made to apply to the 


assessment of foreign dividends, and, by Rule 3, the 
paying agent deducting tax from such dividends has to 
pay the tax “‘ on behalf of the person entitled thereto ”’ ; 
and Macnaghten, J., held—in accordance with what has 
long been considered by the Revenue to be the true legal 
position—-that it was the individual shareholders who 
were entitled to refunds under the Gilbertson v. Fergusson 
principle, and that the suppliant company had no rights 
in the matter. Upon the first of two other contentions by 
the Crown, that if the suppliant were entitled to repay- 


" ment it could have appealed to the Special Commissioners 


under Section 147,.he decided that the suppliant’s con- 
tention that the section in question only applied to 


‘assessments made under Part VI of the I.T. Act, 1918, 


failed, and, that being so, procedure by petition of right 
was not permissible. (The restriction to six years’ repay- 
ment under the Income Tax Acts has no application to 
reliefs by petition of right ; and it will be observed that 
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the suppliant claimed for eleven years.) Upon a third 
contention by the Crown that, following dicta in the 
Hely-Hutchinsen case, the Gilbertson v. Fergusson 
principle only applied where a foreign company carried 
on business in the U.K., he found it unnecessary to come 
to any decision ; but it seemed to him that, as the House 
of Lords, whilst commenting upon the latter case, did 
not over-rule it, he would have had to make the same 
order as was made in it by the Court of Appeal. 

The office of the Inspector of Foreign Dividends is, in 
some respects, a curious back-water of our income tax 
system wherein, hitherto, the law has tended to be 
subordinated to practical considerations. If, however, 
the Crown’s contention, as upheld by Macnaghten, J., is 
correct, namely, that assessments made by virtue of 
Rule 7 of the Miscellaneous Rules of Schedule D are 
subject to the ordinary appeal provisions of Section 147, 
it is not clear to the present writer why it should have 
been considered necessary to enact by F.A., 1924, 
Section 27 (3) (c) (ii) that “‘ any question as to residence ”’ 
arising under Rule 7 in connection with a claim to repay- 
ment in respect of dividends should be dealt with “ in 


' like manner as an appeal against an assessment under 


Schedule D,”’ i.e. under Section 147. 


Sur-tax—Covenants to pay annuities—Contemporaneous 
covenants in three of them for repayment to settlor of all but 
a small part—Covenant to pay to settlor and his wife as 
trustees annuity for benefit of infant niece—Money returned 
to settlor—(1) Whether full amounts of annuities deductible 
in arriving at settlor’s taxable income and amounts repay- 
able to be included as parts of his taxable income— 
(2) Whether the net payments allowable as deductions— 
(3) Whether the fact that the first payments under the three 
deeds were ineffective, all the money being returned, made 
the ‘‘not exceeding six years’ rule applicable— 
(4) Whether where an ineffective payment is made, all the 
money being returned, but is followed by an effective pay- 
ment, the latter is allowable as deduction—(5) Whether the 
annuity for the benefit of niece allowable as a deduction. 


In Lee v. C.I.R. (K.B.D., October 19, 1943, T.R. 349), 
the appellant had entered into a number of covenants to 
pay annuities and six questions fell to be determined, 
one of which, being covered by a previous decision in 
K.B.D., was formal. Upon the first question set out in 
the heading, the appellant’s claim failed. Upon all the 
other four questions he succeeded. Macnaghten, J., in 
upholding all the decisions of the Special Commissioners, 
said that as regards the third question the fact of an 
annuity not being paid did not make the covenant for 
a period which could not exceed six years; whilst, in 
-regard to the annuity for the benefit of the minor, the 
appellant would be liable for any breach of trust arising 


from misapplication. 


Schedules D and E—Person in complete control of company 
—Appointed by agreement in March, 1935 Chairman and 
governing director and managing director for life at salary 
of £3,000 until otherwise agreed—In July, 1935, increased 
to £15,000—Impaired health—By agreement in 1937 
vesigned said offices but appointed advisory director for life 
at salary of £1,000—Consideration for cancelling agreement 
£75,000—W hether £75,000 admissible as a trading expense 
of company—W hether amount assessable under Schedule E. 


In Wilson v. Nicholson, Sons, and Daniels, Lid., 
Wilson v. Daniels (K.B.D., October 18, 1943, T.R. 345), 
the Special Commissioners had held that the {75,000 was 
a trading expense of the company under-Schedule D and 
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also that it was not assessable under. Schedule E. 
Macnaghten, J., approved their first and reversed their 
second decision. 

He said that had the Special Commissioners had the 
advantage of reading the Lords’ judgments in Wales v. 
Tilley (1943, A.C. 326) they would not only have re- 
frained from saying that Sir Percy Daniels had been 
“‘ deprived ” of his offices but would have held that the 
£75,000 was assessable upon him under Schedule E. In 
the course of his judgment, Macnaghten, J., said that 
in view of Sir Percy’s commanding position in the com- 
pany his appointments as chairman and governing 
director and managing director should, he thought, be 
regarded as conferring upon him honorific titles rather 
than imposing any duties and obligations upon him. 

The remarks last mentioned would seem to have more * 
than a passing significance. 


Excess Profits Tax—Standard period—Manufacturing 
company—Complete accounts, after stock-taking, made up 
at end of each half-year—A udited and approved at directors’ 
meetings—Annual general meetings October /November— 
Shareholders’ accounts cover each 12 months ending June 
30—Obtained by aggregation of half-yearly figures— 
Whether accounts made up for successive periods of 12 
months—F .A., 1937, Section 20 (a)—Finance (No. 2) Act, © 
1939, Sections 13 (4), 14 (1), 22 (0). 


_In Jenkins Productions, Lid. v. C.JI.R. (K.B.D., 
October 25, 1943, T.R. 359) the standard period was the 
year 1935 and the Revenue claimed that this was to be 
obtained by taking the 12 months to June, 1935, and to 
June, 1936 and dividing the aggregate profits for those 
rs by two. And, as a loss was sustained in the first 
half of 1936, this method was objected to by the company. 
The decision of the Special Commissioners in favour of the 
Revenue was reversed by Macnaghten, J., who held that 
the accounts of the company had never been “‘ made up ”’ 
for any period of 12 months, the shareholders’ accounts 
being merely aggregations. In these circumstances it was 
for the C.I.R., under Section 20 (2) (a) of F.A., 1937, to 
determine what period should be taken as the standard 
period ; but he thought that for the purpose they were 
bound to select the two half-years of 1935, ‘‘ because 
they cannot select a period which falls wholly outside 
‘the standard year.’”’ 
The decision is one of considerable importance and 
accords with a commonsense view of the facts. 


FHE CITY OF LONDON COLLEGE 


It is welcome news that the City of London College 
has now returned to the City of London. A lease has 
been secured of Electra House, Moorgate, where day and 
evening classes will be held. Courses are provided for the 
examinations of the Society of Incorporated Accountants 
and other professional bodies, the Royal Society of Arts 
and the London Chamber of Commerce, as well as for 
matriculation and the facilities of economics and com- 
merce in the University of London. 

The College is 96 years old. The continuity of its 
service to City students was not broken even by the total 
destruction of its buildings by enemy action three years 
ago, for the Governors of the Sir John Cass Technical 

Institute have given hospitality to the College evening 
classes. Special courses have been provided for students 
in H.M. Forces and for students from allied nations who 
are resident in this country : in fact, the total volume of 
- work last year was greater than in pre-war days. 


+ 
=a 


FINANCE = The Month 
Banking Results 


The profits of the “ Big Five’’ banks, with one 

‘ exception in the case of the Midland, showed a further 
expansion in 1943, and the existing dividend payments 
have been earned with an even more handsome margin. 
With their costs rising and their additional resources 
employed in increasingly unremunerative channels, the 
banks must owe this further expansion in earnings 
entirely to the size of, the aggregate increase in their 
funds. Although earnings per unit of assets are doubt- 
less smaller, total earnings continue to advance. By far 
the greater part of the additional resources put at the 
banks’ di is represented by increased holdings of 
Treasury deposit receipts, which are now the largest 


single asset. Bank. chairmen have made it clear that — 


they have preferred this method to the alternative of 
holding more Government securities, because it will 
facilitate the transition from a war to a peace economy. 
They evidently envisage an expansion in advances ,to 
industry as the Treasury deposit receipts run off, which 
would mean that credit would be readily available for 
reconstruction without involving an inflationary increase 
in its total supply. This view, it should be noted, must 
be based on the assumption that the Government will be 
in a position to repay a substantial proportion of the 
floating debt. Another interesting point which emerges 
from the statement of Mr. Stanley Christopherson, the 
new Midland Bank chairmen, is that that institution at 
least has not yet come within the range of E.P.T. One 
reason is that the banks made exceptionally large profits 
from bond transactions in the standard years for E.P.T. 
purposes. Another may be that the substantial addi- 
tions to hidden reserves, which are believed to have 
been made in recent years, have improved the 
banks’ E.P.T. standard by adding to the amount which 
constitutes capital employed in the business for tax 
P . Whatever the explanation, it is conceivable 
that the banks will one day feel disposed to bring their 
issued capital. more into line with their expanded 
resources. In this connection it is interesting to note 
that the National Discount Company is proposing to 
capitalise part of its reserves by means of paying up a 
part of the uncalled portion of the partly-paid shares. 
Cases have also been known in the past of the premium 
on new shares issued on bonus terms being employed for 
the same purpose of paying up partly-paid shares. If 
either process is at all possible, it would seem to increase 
the relative attractions of partly-paid bank shares. In 
any event it is surprising that the risk on these shares 
should still be rated as highly as § per cent. to $ per cent. 
per annum. In any foreseeable circumstances their 
nominal liability seems more likely to be an asset. 


Chilean Interest Payment 

Another shock to the Foreign Bond market has been 
dealt by Chile, with the announcement that this year’s 
Mad gs of interest on the external debt is to be reduced 

m 33s. 7:2d. to 28s. 6-72d. per cent. The revenue 
which is applied to the service of the debt is derived 
mainly from two sources, the profits of nitrate and iodine 
sales (a Government monopoly) and the proceeds of 
taxation on the profits of copper companies. The 
procedure is that this revenue passes to the Caja 
Auténoma de Amortizacion de la Deuda Piblica, which, 
in theory, employs 50 per cent. of the amount in interest 
payments at a flat rate on all external loans, and the 
balance in purchases for redemption. It might have 
been expected that increased war-time sales of nitrate 
and copper at higher prices would have raised the sum 
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applicable to the external debt, but in the event receipts 
from both sources have proved to be lower. In response 
to some criticism of the result, the Chilean Government 
have issued an explanation. The gist of it is that 
nitrate sales were lower. than the ‘average of previous 
years, and that the profit margin on copper sales has 
fallen, owing to the rise in price being insufficient to 
offset the rise in costs. This statement is welcome so 
far as it goes, but it does not indicate clearly why the 
proceeds of copper taxation have been lower. 
have been that the total increase in copper sales was 
enough to outweigh the lower profit margin. Bond- 
holders are entitled to question this point mofe closely, 
because a Chilean law passed at the beginning of 1942 
had the effect of limiting the amount of copper tax 
revenue assigned to the service of the external debt. It 
relieved the copper companies of normal income taxon 
any increase in revenue resulting from higher copper 
prices, and imposed a new tax on.these additional profits. 
The proceeds of the new tax go to the Government 
instead of the bondholder, and thus contravene the 
spirit of the 1935 debt settlement. It is generally 
believed that the cut in the interest payment is more 
due to this factor than to any of those mentioned in the 
Chilean Government’s apologia. Moreover, the balance 
of the revenue going to the Caja Auténoma, instead of 
being applied to amortisation, is almost entirely being 
employed in loans to the Chilean Government under the 
terms of another law after the earthquake. 
Altogether bondholders have strong grounds for com- 
plaint about their treatrhent, and it is believed that 
moves are taking place with a view to making further 
representations to the Chilean Government. 


Brazil Bond Dealings 

Although Brazilian bondholders have the whole of this 
year in which to decide whether to opt for Plan A or 
Plan B under the scheme described here last month, they 
must, if they wish to present their coupons on the due 
dates, state which plan they are adopting in so doing. 
There was some delay in making the complicated 
arrangements for the January 1 coupons, but now that 
this has been overcome bonds with coupons falling due 
on this date are quoted in three forms, and there will be 


. a similar change in the remaining bond quotations as 


their coupons become due. The three forms are (1) 
unassented, i.e., bonds which have not yet taken either 
plan, (2) Plan A bonds and (3) Plan B bonds. Bonds 
in the first group naturally command a premium over 
those in the second, since they include a valuable option 
up to the end of 1944. Bonds in the third group are 
quoted “‘ ex” the cash payment under Plan B, and since 
they suffer a capital reduction to 80 per cent. or 50 per 
cent. of their original par value, the Stock Exchange 
Committee has had to decide what should be the basis 
for quotations and commission charges. Their decision 
has been that the quotation shall remain per £100 of 
original face value and that commission shall be charge- 
able on the same basis. This ruling has naturally 
aroused criticism. The basis for the quotation is a 
technical Stock Exchange matter which does not greatly 
affect the outside public, but the commission charge is of 
considerable importance. What the ruling does in effect 
is to penalise dealings in Plan B bonds by doubling the 
commission which would have been chargeable on the 
true parity of the bonds. A bond with a new face value 
of £50 is thus charged as if its parity were still £100. 
Assuming that it was really n to maintain 
quotations on the basis of the old par value, it would 
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have been quite possible to adjust the commission by 
reducing it, say, from } per cent. to $ per cent. in the case 
of bonds which suffer a capital cut of 50 per cent. Mean- 
while the most conspicuous feature of recent business in 
the Brazilian market has been selling by the smaller 
bondholders. The tendency on their part has been to 
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prefer cash to the complexities of the scheme, and a large 
number appear to have been acting under the advice of 
their banks in liquidating their holdings. Institutional 
investors, on the other hand, have been taking the 
opportunity of buying stock cheap on the redemption 
prospects. . 


Publications 


Income Tax. By E. E. Spicer, F.C.A., and EC. 
Pegler, F.C.A. Fifteenth edition by H. A. R. J. 
Wilson, F.C.A., F.S.A.A. (H. F. L. (Publishers), 
Ltd., London. Price: {1 net.) 

Generations of accountancy students have had good 
reason for gratitude to the authors of this series of text 
books. But the claims of this work do not rest on 
tradition alone. The familiar format is preserved, and 
every assistance is given to the reader by sub-headings, 
variations of type and frequent examples. There are 
also many cross references in the text, which will greatly 
assist the student to a comprehensive grasp of the sub- 
ject. There can, indeed, be no question that this book 
provides a complete preparation in income tax for the 
professional examinations and, what is more important, 
that it contains the basis of a thorough practical training. 

It can also be recommended for the use of the practis- 
ing accountant. There are full references in the text 
to the Finance Acts and to cases, an excellent index, and 
fourteen appendices relating to matters of practical 
importance. For good measure, a chapter on N.D.C. is 


included. 


The Economic Consequences of the Excess Profits 
Tax. The winning thesis in a competition spon- 
sored by the Institute of Taxation. By Frank G. 
Moult, B.A. (Fiscal Press, Ltd., London. Price 
10s. 6d. net.) 

This slim volume merits careful study, mainly because 


_the author does not hesitate to roam far beyond the 


boundaries suggested by the title. His first line of 
approach is to consider the excess profits tax as an 
economic instrument brought into use—almost inevit- 
ably—under the stress of total war. He then proceeds 
to the post-war period and, on the assumption that the 
instrument cannot be cast aside abruptly, he indicates 
its possible subsequent uses with the adaptations and 
modifications required to ensure efficiency. ~ 

The opening comparison of the present tax with the 
excess profits duty of the last war leads to a well- 
reasoned conclusion that the present impost is of heavier 
calibre and greater accuracy than its predecessor. 


Proceeding then to the effect upon individual businesses, - 


the hardships and anomalies are frankly recited and 
emphasis is laid on the restrictive effect of the tax on 
developing concerns. 

It is, however, the statistical material which the 
author aptly introduces which arouses interest in the 
earlier portion of the thesis. He refers to an increase in 
wage rates of some 24 per cent. by October, 1942, but 
compares this with an absolute increase of 60 per cent. 
in total wages. Again, a useful comparison is drawn 
between the changes in price level year by year during 
the last war and the present conflict. This shows for the 
earlier period a steep and continuing rise, whereas on 
the present occasion a modest early increase has been 
followed by a considerable measure of stability in most 
of the indices. 2 

A comment that in 1942, 56 per cent. of the total 
expenditure of the country was incurred on behalf of the 
Government (by comparison with 18 per cent. in 1938) 
might have been used to support an argument that, in 


broad effect, the whole economic life of the country has 
been re-created since 1939. Consideration of the 
reactions of this on the whole concept of standard profits 
would have added an interesting chapter. 

It is refreshing that economic theory should be 
enlivened by psychological sidelights. Referring to the 
post-war credit, the author reminds us that in reality 
the rate of excess profits tax has never exceeded 80 per 
cent., but remarks that bad handling forfeited the 
advantages of the proposal, and quotes laconically, 
“There is nothing either good or bad, but thinking 
makes it so.” 

The two concluding chapters are of the greatest 
interest. It is contemplated that after the war, excess 
profits tax should continue at diminishing rates, mainly 
as a means of redistributing profits, resulting in repay- 
ments to industries then suffering contraction, to be met 
out of the liabilities of other trades which will expand to 
meet post-war needs. If these effects prove to be both 
immediate and contemporary the suggestion should work 
admirably. If instead of this nice synchronisation there 
should be a hiatus of uncertainty and general economic 
malaise, the situation would be very different and the 
strain of repayments might well prove intolerable. 

Perchance wise planning and wiser propaganda may 
be combined to produce a psychology of prosperity that 
may merge imperceptibly into the reality: 


Integral Accounting. By Joseph Sermon. (Gee & Co. 
(Publishers), Ltd., London. Price 25s. net.) 

This, as its name suggests, is an essay on the integra- 
tion of costing records into the financial accounts, so as 
to constitute one entity, and to provide a means whereby 
the‘ state of affairs’ of a manufacturing concern shall 
be available as a matter of routine instead of as a result 
of an annual inquisition. 

In principle, what the author suggests is that there 
should be a much wider adoption of a variant of a type of 
accounting commonly used by large contractors where an 
account is opened for each contract, which receives all 
charges and costs in connection therewith and provides 
for the indication of the profit and loss on each account 
separately, together, of course, with a general account 
which would receive debit or credit for supluses and 
deficiencies on stocks and unallocated expenditure. 

The system described, as Mr. Roger Carter says in his 
foreword, is a really practical one, and it has been in use 
by the author in a large engineering concern for about 
forty years. "We join with Mr. Carter in commending 
this little. book to the attention of accountants as a 
move toward the solution of the perennial problem of 
reconciliation of costing and financial records. 


BOOKS RECEIVED 
Burke’s Loose-Leaf War Legislation. Edited by 
Harold Parrish, Barrister-at-Law. 1943 Volume, 
Parts 7-14. (Hamish Hamilton (Law Books), Ltd., 
London. Price 6s. net each part.) 


Burke’s Encyclopedia of War Damage and Com- 
pensation. Edited by Harold Parrish, Barrister- 
at-Law. Supplemental Parts 12 and 13. 
Hamilton (Law Books), Ltd., London.) 
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COMPANY LAW. . 
oo up—Subsiratum gone—Property confiscated in 
ussia. ; 

Where a company has ceased to carry on business and 
its whole substratum is gone, it is just and equitable that 
@ winding-up order should be made. In Re Baku Con- 
solidated Oilfields, Ltd. (1944, 1 All E.R. 24), a winding-up 
petition was presented. The company was formed to 
acquire the undertakings of four separate companies 
carrying on the business of getting and selling oil in or 
near Baku. Shortly after the respondent company was 
formed in 1920, the undertakings and businesses of the 
four companies were confiscated. Therefore, the com- 
pany never carried on any business in the true sense. 
For 23 years it had been engaged in an attempt to sub- 
stantiate a claim against the U.S.S.R. Government for 
loss by confiscation of the properties it was formed to 
acquire and for which it had paid. It had issued and 
there were outstanding 1,151,461 of the B ordinary 
shares. The total assets, apart from the value of the 
claim, could be realised to-day at just over £100,000. 
The only shareholders at present interested in the com- 
pany’s assets were the holders of the A preferred ordinary 
shares. The petition was supported by 122 shareholders, 
who owned 102,000 A shares and 52,000 B shares. 
Among the opponents was the Custodian of Enemy 
Property, in whom were vested the shares of the largest 
shareholder, a Netherlands company, which held 108,246 
A shares and 253,320 B shares. Bennett, J., said that it 
was clear on the facts that the purpose for which the 
company was originally formed was gone. It could never 
carry on the business it was formed to carry on. It was 
also clear that the majority of shareholders had no right 


to compel a minority to embark upon any other under-_ 


taking. The only question was whether the company 
should be kept alive for the purpose of preferring its 
claim. in respect of the confiscation of its properties, 
which might be prejudiced if a winding-up order were 
made. The only hope of the directors was that eventually 
their claims might be met out of funds in Britain in the 
hands of British banks which were put there by thé late 
Czarist Government. It cost the company to keep going 
£1,500 per annum in directors’ fees, office administration, 
remuneration of auditors and general expenses. The 
shareholders had the right to have the substantial assets 
divided between them. The claim was not, in the circum- 
stances, likely to be prejudiced by a winding-up order. 
All four companies which the company was formed to 
amalgamate were in liquidation, and the claims could be 
preferred by the liquidator. The usual compulsory order 
for winding-up was therefore made. 


EMERGENCY LEGISLATION 
Liabilities Adjustment Order—Procedure when liability 
disputed. 

When an Order is made under the Liabilities (War- 
time Adjustment) Act, 1941, liberty is normally given to 
apply for a variation of the Order. But an application to 
vary admits the validity of the Order and only extends 
to some incidental variation. When the validity of the 
Order is questioned, the proper course is to a i 
the Order. In Re D. S. Smith (1943, 2 All E.R. 740), the 
Court of Appeal so held in the following circumstances. 
The appellant building society were the mortgagees of a 
house, the property of a debtor whose affairs were the 
subject of an adjustment Order. The material terms of 
the Order were that the ees should not be allowed 


to realise their security and should be restricted as to 
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interest to the amount of the rent received in respect of 


the property less outgoings. The Order was made on 
March 5, 1943. There was no appeal against the Order, 
but on June 29, 1943, the society, being dissatisfied with 
it, asked the county court judge to vary it. He refused 
and the present appeal was against the refusal. 


EXECUTORSHIP LAW AND TRUSTS 
Wills—Construction—Bequest of contents of house up to a 
certain value— Probate valuation ’’—‘‘ Contents.” 

It is usual to agree to take the value of particular 
articles or interests included in a testator’s estate as the 
“‘ probate valuation.’’ But these words are not free from 
ambiguity. In such a case, the amount included in the 
affidavit leading to probate is the value to be taken. In 
Re Eumorfopoulos deceased (1943, 2 All E.R. 719), the 
testator bequeathed to his wife such contents of his 
specified house as his wife should select up to the value of 
£10,000 taken at the probate valuation. The effects were 
valued for the purpose of obtaining probate and the 
valuation was £9,783. The widow, exercising her rights 
under the will, selected the whole of the contents. Later 
most of the effects were sold by auction for a sum far 
exceeding £10,000, owing to favourable market condi- 
tions arising after the testator’s death. The Estate Duty 
Officer made a claim for further duty and eventually 
agreed that, for purposes of the duty, the value of the 
articles sold should be the sale price less 33} per cent. 
On behalf of the residuary estate it was contended that 
the words “ probate valuation ’’ in the will meant the 
value of the goods according to the rate of duty which 
was ultimately paid to the Revenueauthorities. Simonds, 
J., held that on the true construction of the will, ‘‘ pro- 
bate valuation ’’ meant the valuation which was included 
in the valuation leading to probate. He said it was in- 
conceivable that, in giving to the widow a choice of 
contents up to the value of £10,000, the testator would 
have meant up to that value to be ascertained at a time, 
one year, five years, fifteen years later, whenever they 
were sold and estate duty exacted. If the testator meant 
that the test was, as to exempted articles, what was the 
valuation in the affidavit leading to probate, it was im- 
possible to believe that he meant anything else in regard 
to unexempted articles. The testator was providing a 
convenient method as between beneficiaries of deciding 
how the’benefit given to his widow should be measured. 
He assumed that a fair valuation would be made (as it 
was made) by the valuers who were called in. 


MISCELLANEOUS 


Arbitration—Whether rules of trade association amounted 
to written submission—A rticles of Association—Companies 
Act, 1929, Section 20. 

Section 20 (1) of the Companies Act, 1929, provides 
that the memorandum and articles of a company shall, 
when i , bind the company and the members 
thereof to the same extent as if they respectiyely had 
been signed and sealed by each member, and contained 
covenants on the part of each member to observe all the 
provisions “of the memorandum and of the articles. 
Decided cases have shown, however, that while the 


, articles regulate the rights of the members, inter se, they 


do not constitute a contract between the members, inter 
se, but only a contract between the company and its 
members, and, therefore, the rights and liabilities of 


members as members under the articles can only be . 


enforced by or against the members through the com- 
pany. The importance of this limited construction of 
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Section 20 (1) was illustrated by the decision of the 
Court of A in London Sack and Bag Co., Lid. v. 
Dixon & Lugton, Lid. (1943, 2 All E.R. 763). The respon- 
dents bought from the appellants 5,000 used cotton flour 
bags and on delivery complained that the goods were not 
up to description ; they therefore claimed repayment 
with interest and also damages. Although there was no 
arbitration clause in the written contract, the appellants 
took out a summons under the Arbitration Act, 1889, 
Section 4, to stay the action. They contended that there 
was a written submission within the Act, because, (1) 
both parties were members of the United Kingdom Jute 
Goods Association, Ltd. ; (2) that association, which was 
a company governed by the 1929 Act, had rules binding 
upon all its members, the first of which provided that all 
disputes arising out of transactions connected with the 
trade should be referred to arbitration; (3) that the 
transaction in question was concerned with the jute- 
trade; (4) that the Companies Act, 1929, Section 20, 
made a binding agreement between the members of the 
association in the terms of the articles and rules regula- 
ting the association, and that the rules were, therefore, a 
sufficient submission to arbitration. The Court of Appeal 
rejected the contention, and upheld the judge’s decision 
in exercising his discretion against a stay of proceedings. 


Sale of shares in hotel company—W hether commission pay- 
able on full value of hotel. 

In Way & Waller, Lid. v. Ryde (1944, 1 All E.R. 9), 
the Court of Appeal decided a point affecting the com- 
mission payable to estate agents who had found a pur- 
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chaser for a hotel, which had been mortgaged for 


£15,000. On the sale of an equity of redemption, the 


agent is generally entitled to add the amount of the 
mortgage debt taken over, to the purchase price, when 
calculating his commission. Where, however, the trans- 

action is carried through by the purchase of shares in the 
company owning the property, the mortgage debt cannot 
be included in that way. The appellants were estate 
agents and they claimed from the respondent commission 
on £25,000, the value of a hotel, on the ground that they 
had found a purchaser. They also claimed commission 
on the value of the stock. The hotel was owned by a 
company, the issued capital of which was £10,000, and 
the respondent owned all the shares in the company 
except one. The hotel was mortgaged by the company 
for £15,000 and the respondent had given no personal 
guarantee in respect of the mortgage. The appellant 
estate agents contended that the contract was for the 
sale of a hotel and its stock. The respondent contended 
it was a sale of shares’in the hotel company. By a letter 
in October, 1941, the appellants had sent to the respon- 
dent a scale of their remuneration. The respondent made 
no objection to the scale and allowed the appellants to 
continue negotiations for a purchaser. The Court of 
Appeal held that the contract was for the sale of shares in 
the company which owned the hotel, but that as the 
respondent had not objected to the scale set out in the 
letter, he must be taken to have accepted it by conduct. 
Commission was payable only on the price received for 
the shares and sum received for the stock. The mortgage 
debt should not be added to the price of the shares. 


The Emergency Acts and Orders 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime enact- 
ments and Orders which most concern the accountant. The 
forty-eighth instalment is given below. The summaries are 
not intended to be exhaustive, but only to give the main 
content of an Act or Order, the full text of which should be 
consulted if details ave required. 


ORDERS 


FINANCE 
No. 1688. Direction given by the Treasury under Proviso 
(a) to Regulation 3 c (2a) of the Defence (Finance) 
Regulations, 1939, relating to Residents in French 
North Africa, French Somaliland and Corsica. 

Banking accounts in the United Kingdom of residents 
in French North Africa, French Somaliland, and Corsica 
may be dealt with without special permission from the 
Treasury. 

(See Accountancy, December, 1943, page 59.) 

LIMITATION OF SUPPLIES 
No. 1733. Limitation of Supplies (Polishes) (No. 4) Order, 
1943. 

The control on the supply of polishes containing wax 
is continued for the six months ending June 30, 1944. 
Permitted polishes (for floors, furniture, footwear and 
leather) are divided into two classes: ancillary polishes 
for use in the manufacture or repair of leather and goods 
made from leather, and domestic polishes. The quota of 
50 per cent. by value of supplies during the standard 
period, June 1 to November 30, 1939, applies to polishes 
of each class separately, but the alternative quota per- 
mits any registered manufacturer to supply polishes of 
both classes to a total value of £250. Materials for the 
manufacture of polishes may be supplied to a registered 
person or to a person who has furnished a declaration 


that he was a manufacturer on June 1, 1942, or that he 
holds a licence to supply polishes manufactured by him, 
or that he was dealing in the materials as a wholesaler 
immediately before September 1, 1943. Declarations and 
records must be kept for eighteen months. 

(Seé Accountancy, November, 1943, page 39, and 
January, 1944, page 80.) 

MANUFACTURE AND SUPPLY 

No. 1683. Toilet Preparations (No. 4) Order, 1943. 

Toilet preparations made by unregistered manufac- 
turers may only be supplied (except under licence) by 
retail sale on the premises where they are made or by use 
in the course of the manufacturer’s business. Obligations 
are imposed on wholesalers and retailers and sellers of 
materials for the manufacture of toilet preparations who 
deal with, or buy or sell goods manufactured by, manu- 
facturers who at the date of the transaction are not 
registered. Registered ms must make returns on the 
prescribed forms of goods supplied during the periods 
January 1 to August 31 and September 1 to December 31, 
1943, and thereafter half-yearly. 

(See Accountancy, November, 1943, page 39.) 

TRADING WITH THE ENEMY 
No. 1684. Trading with the Enemy (Enemy Territory) 
(Cessation) Order, 1943. 

No. 1685. Trading with the Enemy (Corsica) Order, 1943. 

Corsica, Syria and the Lebanon, French Somaliland, 
Algeria, the French zone of Morocco, and Tunisia, are 
no longer to be treated as enemy territory. 
Nos. 1672,1734. Trading with the Enemy (Specified 

Persons) (Amendment) Order, 1943, Nos. 17, 18. 

No. 1672 gives a consolidated list of traders in neutral 
territories who are deemed to be enemies. This is 
amended by No. 1734. 

(See Accountancy, January, 1944, page 80.) 
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Society of Incorporated Accountants 


DISTRICT SOCIETIES 


LONDON 


Mr. F. W. Forge, of The Economist, will open an informal 
discussion on ‘‘ The Future of Investment ”’ at Incorporated 
Accountants’ Hall on February 2, at 5 p.m. The chair will 
be occupied by Mr. J. Scott-Moore, F.S.A.A., Chairman of 
the District Society. é 

On March 1 a discussion on “‘ Company Law ”’ will be led 
by Mr. C. A. J. Bonner, Barrister-at-Law. 


_ BRADFORD 
A joint meeting of the Leeds, Bradford and District Society 
of Chartered Accountants and the Incorporated Accountants’ 
Bradford and District Society was held in the Midland Hotel, 
Bradford, on January 12. Addresses on.‘ Pay as You Earn ” 


income tax were given by four officials of the Inland Revenue: | 


Mr. J. W. McRaith (Principal Inspector of Taxes, West 
Riding area), Mr. W. J. Davidson (Inspector of Taxes, 
Bradford 4th District), Mr. L. V. Smith and Mr. G. M. Bottom- 
ley. About 150 Chartered and Incorporated Accountants 
were present, and the speakers were called on to answer a 
large number of questions. The chairman was Mr. N. R. 
Dickinson, F.C.A., President of the Leeds, Bradford and 
District Society of Chartered Accountants. 


YORKSHIRE 


An informal talk on the ‘‘ Pay as You Earn’ scheme was 
iven on January 28 by Mr. R. H. Lee, Senior Inspector of 
axes, Leeds Ist District, at a joint meeting of the Leeds, 

Bradford and District Society of Chartered Accountants and 
the Incorporated Accountants’ District Society of Yorkshire. 
The meeting was held at the Queen’s Hotel, Leeds, under the 
chairmanship of Mr. N. R. Dickinson, F.C.A. Mr. Lee was 
introduced by Mr. J. W. McRaith, Principal Inspector of 
Taxes, West Riding Area, and the talk was followed by 
questions and discussion. 

A further meeting for staffs has been arranged for Febru- 
ary 4, at 3 p.m., at the Queen’s Hotel. The speaker will 
again be Mr. Lee. The chair will be taken by Mr. G. A. 
Windsor, A.S.A.A., President of the Incorporated Accoun- 
_ tants’ District Society of Yorkshire. 


PERSONAL NOTES 


The partnership between the members of Messrs. Morgan 
Brothers & Co., ncorporated Accountants, was dissolved by 
mutual consent on December 31, 1943, when Mr. F. W. E. 
Morgan retired from practice. Mr. Henry Morgan and Mr. 
Geoffrey Morgan are now practising under the firm name of 
Henry Morgan & Co., Incorporated Accountants, at 1, Great 
Winchester Street, London, E.C.2. Mr. O. A. Hibbert, Mr. 
H. J. Sier, Mr. F. Woods and Mr. H. Mark are practising under 
the firm name of Hibbert, Sier, Woods & Co.,; Incorporated 
Accountants, at Capel House, 54, New Broad Street, London, 
E.C.2. Mr. L. H. Graves has entered into partnership with 
Mr. A. J. M. Causer, A.C.A., under the firm name of Graves, 
Causer & Co., at 2 Dennis Parade, Southgate, London, N.14, 
and 12 and 13, Wilson Street, London, E.C.2. 

Messrs. Saffery, Sons & Co., London, announce that their 
senior partner, Mr. C. F. Saffery, F.C.A., has retired by reason 
of ill-health. They have admitted to partnership Mr. J. R. 
Paramour, A.C.A., A.S.A.A., who has been associated with 
the firm for seventeen years. 

Mr. Arthur M. Hobbs, Mr. G. A. Peskett and Mr. G. S. Judd, 
Incorporated Accountants, who have been practising in the 
name of Arthur M. Hobbs & Co., are continuing their 
practice in the name of Hobbs, Peskett & Co., at the same 
address—9, Cavendish Square, London, W.1. 

Mr. A. F. Day, O.B.E., A.C.A., Chief Accountant to the 
Public Trustee, has been appointed a member of the Council 
of Dr. Barnado’s Homes. : 


OBITUARY | 


ARTHUR SYDNEY BAILLIEU 

Our January issue contained a brief reference to the death 
—news of which was received as that issue went to press—of 
Mr. Arthur S. Baillieu, F.S.A.A., President since 1924 of the 
Victorian Division of the Society of Incorporated Account- 
ants. Mr. Baillieu was a well-known figure in Melbourne, 
where he had been in public practice since the date of his 
election to membership of the Society in 1896. On a number 
of occasions he visited Great Britain, and the many members 
of the Council who knew him personally were always glad to 
welcome him and to have the advantage of his counsel on 
matters relating to the accountancy profession in the Common- 
wealth. Mr. Baillieu was much interested in sport, and during 
his visits to London he invariably viewed the University Boat 
Race from one of the official launches. His interest was stimu- 
lated by the fact that two of his nephews were Oxford Rowing 
Blues, one of them being Sir Clive Baillieu, K.B.E., C.M.G., 
Vice-President of the Federation of British Industries. 


SINCLAIR JAMES McGIBBON 

Incorporated Accountants and the accountancy profession 
in Australia have sustained a severe loss by the sudden death 
in November, 1943, of Mr. Sinclair J. McGibbon, F.S.A.A., 
F.C.A.(Aust.). Mr. McGibbon became a member of the 
Society of Incorporated Accountants in 1897, and commenced 
public practice in Melbourne in 1902. At a later date he 
removed to Perth, Western Australia; but his firm estab- 
lished branches in Melbourne and elsewhere, and he was 
visiting Melbourne at the time of his death. He was on the 
State Council for Western Australia of the Institute of 
Chartered Accountants in Australia. 

The late Mr. McGibbon, was a considerable traveller, and 
in the nineteen twenties and thirties he came to England and 
returned via America. He and Mrs. McGibbon and their 
daughters were charming guests. His forthright views, his 
character and his friendliness im themselves on those 
whom he met. Since the outbreak of war he came to London 
on an important financial mission for the Commonwealth 


Government, and also visited Australian troops serving in 


different parts of the world. This was a considerable under- 
taking; and we fear must have impaired his physique and 
normally robust health. 
THOMAS SUMNER 

We have received with much regret news of the death of 
Mr. Thomas Sumner, A.S.A.A., a Past President of the 
Incorporated Accountants’ District Society of Liverpool. 
Mr. Sumner was 86 years of age. He became a member of 
the Society of Incorporated Accountants in 1902, and in the 
same year,was appointed Borough Treasurer of Birkenhead, 
an office which he held until his-retirement in 1928. Mr. 
Sumner was elected Hono Treasurer of the Liverpool 
District Society in 1907, a Vice-President in 1909, and 
President for the years 1911 to 1913. For many years he 
was vicar’s warden at Christ Church, Claughton. He died 
at Tynygongl, Anglesey, where he had been living in retirement. 


CYRIL ARTHUR JAKEMAN 

We regret to report the death on Christmas Day, at the 
early age of 47, of Captain C. A. Jakeman, M.C., J.P., A.S.A.A., 
a partner in Messrs. Critchley & Co., Abingdon. Captain 
Jakeman was on active service from 1915 to 1919; he 
obtained a commission in the Honourable Artillery Company 
and was awarded the Military Cross. After demobilisation 
he served his articles with Mr. W. M. Bayliss, F.S.A.A., and 
became a member of the Society of Incorporated Accountants 
in 1925. Early in the present war he was recalled to the 
army, and then gazetted Captain and Quartermaster of the 
Ist Berks (Abingdon) Home Guard. He was treasurer of 
the Abingdon Legion Club, and for many years secretary of 
the Warren Hospital, and churchwarden of St. Nicholas’ 
Church. He was a Past Master of the Abbey Lodge of 
Freemasons, and he was actively interested in many forms of 
sport. The funeral took place on December 29 with full 
military honours, and was attended by the Mayor and 
Corporation of Abingdon and by representatives of Messrs. 
Critchley & Co:, and of numerous local organisations. — 
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